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Pity the poor Corporation .... 


Corporate charters, like men’s @ 
suits, sometimes don’t fit. And 
pity the poor corporation which 
finds itself in that fix! 





“T like Delaware for most of my If you wish to study care- 


? * fully the question of the best 
clients,” said one of the country’s state for incorporation of 
i your wal particular Be 

$ = ness, e Corporation Trust 

greatest corporation lawyers Fre Company will bring you, 
without obligation, an analytt- 
cal compartson of the laws 


es of any states you have in 
any legitimate corporate needs mind. If you are concerned 


cently, “because it’s so easy to fit 


a over the most suitable capital 
under the Delaware law ... and, set-up, or the soundest pur- 


pose clauses, or the most 
practicable provisions for 
management and control, we 
will bring you precedents 
from the best examples of 


he added after a pause, “because 
every point in the Delaware law 


corporation practice on which 
to formulate your plans. 


has been so definitely settled by 
court decisions. I hate doubts 
when I am organizing a corpora- 
tion for a cilent.” 
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NUMBER 4 


Federal ‘Tax Liens Under Revised 
Statutes-Section 3186 


By BAYLEY KOHLMEIER * 


taxpayers have become delinquent that the 

Federal tax lien has suddenly assumed a posi- 
tion of importance and is demanding considerable 
attention. The Commissioner of Internal Revenue 
recently reported that at the close 
of the fiscal year 1934 more than 
one-fourth of all the Federal civil 
tax cases then pending in all the 
courts of the United States and all 
the courts of the states involved 
Federal tax liens * yet probably only 
a very small portion of the existing 
liens have reached the courts. 
Litigation in regard to these liens 
will probably be still further in- 
creased by the present strict policy 
of the Treasury Department in re- 
gard to compromising tax claims.’ 
The large number of existing liens 
and the litigation in regard to them 


D URING the recent years of depression so many 


seem to warrant a review of the 
law on that subject. 
The common law lien of the 


sovereign for the collection of taxes 
has never existed in favor of the 
United States * and it was not until 
1866 that Congress created such a 
lien by statute. 

In that year Congress enacted a 
law making delinquent Federal taxes 
a lien upon “all property and rights to property, 
whether real or personal” belonging to a delinquent 
taxpayer. The original statute has been amended 
from time to time ® chiefly for the purpose of reliev- 
ing the harshness of some of its features, but it has 
been in full force at all times since its enactment and 





* Member of California Bar. 


‘Annual Report of the Commissioner of Internal Revenue, Fiscal Year 
Ended June 30, 1934, p. 33. 
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is now known as Revised Statutes, Section 3186.° 
At the same time Congress enacted what are now known 
as Revised Statutes, Section 3187,’ Revised Statutes, 
Section 3188 * and other statutes ® giving the Collec- 
tor or his deputy the power to collect delinquent 
taxes by distraint and sale of all 
property and rights to property be- 
longing to the delinquent taxpayer 
or property on which the lien existed, 
except property specifically exempted 
by Revised Statutes, Section 3187. 
The Collector is given the power to 
distrain and sell not only the property 
of the taxpayer but also property in 
the hands of third parties upon 
which the lien exists.%° A Federal 
tax lien and a summary method for 
its enforcement were thereby pro- 
vided. In 1868 Congress enacted a 
statute’? which empowered ‘the 
Commissioner of Internal Revenue, 
if he so desired to file a bill in 
chancery to enforce such liens 
against real estate by a sale of the 
property under Court decree. 

Although the matter of distraint 
and sale for the collection of taxes 
is closely related to the matters to 
be discussed herein, it will not be 
the purpose of this article to cover 
that phase of Federal tax law and 
reference thereto will be made only as it is of as- 
sistance in understanding the law in regard to the 
liens. Suffice it to say that distraint and sale is a 

2 See letters of the Secretary of ~ Treasury and answering opin- 
ions of the Attorney General. ~~ * . G. 6 and Op. A. G. 7, Int. Rev. 
Bull. Vol. XIII. No. 47, p. 1-8 


United States v. Bank of North Carolina, 6 Peters 29. 8 L. Ed. 
308, (1832); ye Trust Co. v. Connecticut Brass & Mfg. Corp., 





290 Fed. 712 ; i's 1923); U. S. v. Middle States Oil Corp., 
CN Fo 8 231, aa C. A. 8th, 1927); In re Wyley Co., 292 Fed. 900 
a 


a 3 to 11, incl., on next page) 
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well recognized and frequently used method of col- 
lecting Federal taxes. 


Nature and Scope of the Lien 


HE Federal tax lien being purely statutory, its 
scope is determined by the statutes themselves 
and the interpreting decisions. By the express terms 
of the Revised Statutes, Section 3186, the lien exists 
only for taxes together with interest, penalties and 
costs in connection therewith. The mere fact that 
Congress has referred to a charge as a tax does not 
make it a tax within the meaning of this section, 
and if the charge is not primarily a tax, the Govern- 
ment has no lien for its collection. It has been held 
that an assessment which is primarily a penalty for 
a criminal offense is not a tax within the meaning 
of Section 3186, even though Congress has referred 
to such penalty as a tax and the assessment of such 
penalty does not create a lien.'* Likewise such a 
penalty cannot be collected by distraint and sale.” 
If the assessment can be properly classed as a tax, 
however, there can be little doubt under the wording 
of Section 3186 that it becomes a lien on the property 
of the taxpayer and is collectible by distraint and 
sale. For the collection of certain taxes such as the 
Federal estate tax, Congress has created special 
liens,’* which liens are also enforceable by distraint 
and sale. 


When Lien Attaches 


HE time of the attachment of the lien is not 
clear. Section 3186 is quite ambiguous in that 
regard. In the first sentence it is provided that the 
tax shall become a lien if the taxpayer neglects or 
refuses to pay the same after demand and thus indi- 
cates that a demand and failure to pay are conditions 
precedent to the attachment of the lien. In the next 
sentence it is provided that “unless another date is 
specifically fixed by law, the lien shall arise at the 
time the assessment list was received by the Col- 
lector—”. Since the tax is not demanded until after 
the assessment list is received '* these two provisions 
are obviously inconsistent. The court decisions in 
this regard are of little assistance for they also are 
conflicting. 
It has been generally held that a demand is neces- 
sary for the creation of the lien,’’ but in one decision 
it was stated that the demand need not be a formal 


4 Act of July 13, 1866, c. 184, § 9, 14 Stat. at L. 107. 

5 Act of March 1, 1879, c. 125, § 3, 20 Stat. at L. 331; Act of March 4, 
1913, c. 166, 37 Stat. at L. 1016; Act of Feb. 26, 1925, c. 344, 43 Stat. 
at L. 494; gh of May 29, 1928, § 613(a), 45 Stat. at L. 875; Act of 
May 10, 15% 277, § 509, 48 Stat. at L. 757. 

626 U. C. § 115 

726 U. "5, _ $116; Act of July 13, 1866, c. 184, §9, Stat. at L. 
106, 107, 108; Act of March 2, 1867, c. 169, $8, 14 Stat. at L. 473, 
as amended, June 2, 1924, c. 234, § 1016, 43 Stat. at L. 343. 

826 U. S. C. $117; Act of July 13, 1866, c. 184, §9, 14 Stat. at 
L. 107. 

9 26 U. S. C. $117 et seq. 

10 weer v. McLaughlin, 66 F. (2d) 271, (C. C. A. 9th, 1933). 

mR. S. § 3207, 26 U. S. C. § 136; Act of July 20, 1868, c. 186, § 106, 
15 Ste — ‘at L. 167; amended by Act of June 2, 1924, c. 234, § 1030, 
43 Stat. at L. 350, and Act of Feb. 26, 1926, c. 27, § 1127, 44 Stat. 
at L. 123. 

12 United States v. Zerbey, 282 Fed. 332 (M. D. Pa. 1922). 

13 Jakovich v. Mager, 283 Fed. 980 (C. C. A. 7th, 1922); Fontenot 
v. Accardo, 278 Fed. 871, (C. C. A. 5th, 1922); See also Lipke v. 
Lederer, 259 U. S. 557, 42 Sup. Ct. 549, 66 L. Ed. 1061, (1922). Green 
v. Page, — F. Supp. — (S. D. Ga., Feb. 5, 1935). 

wae U.S. C.... vars. 

15 Rosenberg v. McLaughlin, 66 F. (2d) 271, (C. C. A. 9th, 1933). 

’®R. S. $3184, 26 U. S. C. § 104. 

7z7U. S. vu. seepe R. R. Co., Fed. Cas. No. 15984 (C. a ype. 1877); 
U. S. v. Pacific R. Co., 1 Fed. 97 (C. C. Mo. 1880); Allen, 
14 Fed. 263 (C. C q 4 1882) ; In re Baltimore Pearl ae te 294 
Fed. 921 (D. id. 1923). 
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one and could be waived entirely by the taxpayer." 
It has also been stated that the lien arises at the 
time the assessment list is received by the Collec- 
tor.."° Some of the decisions which hold that a de- 
mand is necessary state that having once attached 
the lien relates back to the time mentioned in the 
statute but does not attach to property purchased 
by innocent parties prior to the demand.”° In view 
of the wording of the law and the varying statements 
in the decisions, it is difficult if not impossible to 
know when the lien attaches. However, as will be 
more fully considered below, the difficulties result- 
ing from this uncertainty were to a large extent al- 
leviated by the amendment which added the provision 
that the lien shall not be valid as against any mort- 
gagee, purchaser or judgment creditor until notice 
of the lien is properly filed. This provision protects 
most innocent third parties. 


Property Affected 


EVISED Statutes, Section 3186, provides that 
the tax shall be a lien “upon all property and 
rights to property, whether real or personal” belong- 
ing to the delinquent taxpayer. It would seem that 
this language is sufficiently broad and all inclusive 
to include everything that can be properly classed 
as property. It clearly includes all tangible property 
but some question has been raised as to whether it 
includes intangible property such as choses in action 
and corporate stock. Section 3186 does not specifi- 
cally mention intangible property but Section 3187, 
which authorizes the collection of the tax by dis- 
traint and sale, specifically states that the Collector 
may sell “the goods, chattels, or effects, including 
stocks, securities, bank accounts, and evidences of 
debts” of the delinquent taxpayer. If, as Section 
3187 indicates, choses in action such as bank ac- 
counts are to be considered as goods, chattels or 
effects, it would seem that they must also be included 
within the term personal property as that term is 
used in Section 3186. The General Counsel of the 
Bureau of Internal Revenue has so interpreted the 
statute and has ruled that the lien attaches to bank 
deposits of the taxpayer and to debts due the tax- 
payer even when no notice of the lien has been 
served on the bank or the debtors.**. The contrary 
view, however, has been expressed by the United 
States Circuit Court of Appeals for the Second Cir- 
cuit in United States v. Western Union Telegraph Co.” 
The Court states: 
Section 3186 contemplates a lien on tangible property 
only, personalty or realty or estates in real or personal 
property which are or may be the subject of a present 


sale or assignment by the delinquent taxpayer. There is 
no provision in this section for the protection of a debtor 


of a taxpayer who pays his debt without notice of the 


receipt of the assessment list. Consequently, it would 
seem that the lien does not apply to a debt. 


ost re Baltimore Pearl Hominy Co., 5 Fed. (2d) 553, (C. C. A. 4th, 
192 
%%In re Fahnestock Mfg. Co., 7 F. (2d) 777, (W. D. Pa. 1925); 


Maryland Casualty Co. v. Charleston Lead Works, 24 Fed. (2d), 836f 


(E. D. . C. 1928); Caves oot & Hampton v. Shubert Theatre 
ef 7 F. Supp. 399 (S. D . Y. 1934). 


ae v. Pacific R. R. Bag 1 oY, 97 (C. C. Mo. 1880); see The 


onar ‘Queen, 8 F. (2d) 426, (E. Va. 1925). 
21G. C. M. 5432, VIII-1 Cum. Balk 134. 
2250 F. (2d) 102, 103 (C. C. A. 2nd, 1931). 
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The interpretation of the Court is certainly the more 
equitable to innocent third parties but in deciding 
other questions in regard to this lien, the courts, in- 
cluding the Supreme Court, have not been swayed 
by equitable considerations.”* 


If the lien is finally construed as attaching to all 
intangible property, it is apparent that innocent pur- 
chasers of promissory notes or stock or other securi- 
ties might suffer greatly, but it does not seem that 
debtors would suffer any losses or incur any liability. 
A debtor does not hold any property of the tax- 
payer. The taxpayer’s property is his claim against 
the debtor and it is to this that the lien attaches.™ 
If the lien attaches before the debt is paid and the 
debtor is served with notice of distraint, he suffers 
no loss for payment to the United States would 
of course constitute payment of the debt. On the 
other hand, if the debtor pays his debt before he 
is served with notice of distraint it would seem that 
there would be no grounds upon which he could 
be held liable. He has not transferred any prop- 
erty upon which the Government has a lien. Fur- 
thermore, the mere fact that there is a lien upon 
property does not prevent it being transferred or 
render the transferor personally liable for the debts 
secured by the lien. 


There has been some question as to whéther a 
bank might incur liability when a depositor, against 
whose property a Federal lien has attached, is al- 
lowed to withdraw funds from his account. It is 
well settled that a debtor-creditor relationship exists 
between a bank and its depositors,?> and it would 
seem that a bank would be subject to the same rules 
as any other debtor and would incur no liability in 
such a case unless, of course, it had previously been 
served with notice of distraint. 

The lien attaches to an undivided interest in prop- 
erty such as that of a tenant by the entirety and 
such interest may be sold in satisfaction of the lien.*° 
At such a sale, however, the purchaser would ac- 
quire only the interest of the delinquent taxpayer 
and not a fee estate in the property. In the case of 
a partnership though, if one of the partners becomes 
delinquent in his individual tax the lien extends only 
to his interest in the surplus of the partnership prop- 
erty and the partnership debts must be paid first.” 

Since the Federal tax, in most instances at least, 
is not a property tax within the ordinary meaning of 
that term, the lien attaches only to whatever interest 
the taxpayer may have in the property.”* If the tax- 
payer has less than a fee estate in property, the lien 
attaches only to such interest as he owns and if the 
collector sells the property under distraint, the pur- 
chaser acquires only the interest which belonged to 
the taxpayer.”® It has been consistently held that 





See cases below in regard to rights of innocent purchasers for 
value prior to requirement for filing notice of lien. 

4U. S. v. Bank of Shelby, 68 Fed. (2d) 538 (C. C. A. 5th, 1934); 
U.S. v. Bank of U. S., 5 Fed. Supp. 942 (S. D. N. Y. 1934). 
aan? v. Brinson, 286 U. S. 254, 52 Sup. Ct. 516, 76 L. Ed. 1089, 

*G. C. M. 1310, VI-1 Cum. Bull. 101. 
onan S. v. Kaufman, 267 U. S. 408, 45 Sup. Ct. 322, 69 L. Ed. 685 

925). 

*% Mansfield v. Excelsior Refining Co., 135 U. S. 326, 10 Sup. Ct. 825, 
34 L. Ed. 162, (1890); Blacklock v. U. S., 208 U. S. 75, 28 Sup. Ct. 
= isons. Ed. 396, (1908); Sheridan v. Allen, 153 Fed. 568, (C. C. A. 
8th, 1¢ 
_.° Mansfield v. Excelsior Refining Co., 135 U. S. 326, 10 Sup. Ct. 
825, 34 L. Ed. 162 (1890). 
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the Government can claim only under and through 
the taxpayer and is subject to the defenses and equi- 
ties affecting him.*° Prior mortgages and other en- 
cumbrances which attached to the property before 
the attachment of the Federal tax lien retain their 


priority and are not removed by a sale of the 
property.** 


Exemptions 


EVISED Statutes, Section 3186, makes no ref- 

erence to any exemptions but on the contrary 
provides that the tax shall be lien on all property 
and rights to property belonging to the taxpayer. 
Section 3187, however, which gives the Collector 
power to collect taxes by distraint specifically ex- 
empts certain items of personal property when the 
taxpayer is the head of a family. Since distraint 
and sale is the only method provided for the enforce- 
ment of the lien against personal property, it must 
be concluded that the property exempted from dis- 
traint and sale by Section 3187 is also exempt from 
the lien. The property specifically mentioned in Sec- 
tion 3187 is the only property which is exempt from 
the Federal tax lien and these exemptions apply only 
where the taxpayer is the head of a family.*? 


The state laws exempting certain property from 
attachment or execution have no application to the 
United States in the collection of its taxes for it has 
long been the rule that the power of the United 
States to collect its taxes cannot be restricted or in 
any way regulated by state laws unless Congress 
specifically so provides.** In Staley v. Vaughn,** it 

yas contended that a homestead declared under a 
Texas statute was-not subject to the Federal tax lien. 
The court held that such homesteads were not ex- 
empt from the Federal tax lien and that a state had 
no power to exempt property from the Federal lien. 
This is a reasonable rule for as pointed out by the 
Texas court if a state can by its laws exempt the 
homestead of its citizens from Federal tax liens cre- 
ated by Congress against delinquent Federal tax- 
payers, there is no reason why it could not likewise 
exempt all the property of its citizens from such a 
lien and thereby defeat the Federal Government in 
the collection of its taxes.*° 


Priority 


HERE is no provision in Revised Statutes, Sec- 
tion 3186 which could be interpreted as giving 
the Federal tax lien priority over other valid liens 
which existed against the property at the time the 


%U. S. v. Bank of Shelby, 68 F. (2d) 538, (C. C. A. 5th, 1934); 
U. S. v. Bank of U. S., 5 Fed. Supp. 942 (S. D. N. Y. 1934). 

% Sherwood v. U. S., 5 F. (2d) 991, (E. D. N. Y. 1925); Ormsbee v. 
U. S., 23 F. (2d) 926, (S._D. Fla. 1928). ; 

82 Staley v. Vaughn, 50 S. W. (2d) 907 (Tex. Civ. App. 1932). q 

30. S. v. Snyder, 149 U. S. 210, 13 Sup. Ct. 848, 37 L. Ed. 7905, 
(1893); In re Dartmont Coal Co., 46 F. (2d) 455 (C. C. A. 4th, 1931); 
Staley v. Vaughn, 50 S. W. (2d) 907 (Tex. Civ. App. 1932). 

* Supra—note 33. ' . ; 

% The exemption of property from execution in satisfaction of a judg- 
ment rendered by a Federal court should not be confused with the 
exemption of property from the Federal tax lien and distraint and_sale 
for Federal taxes. Congress has by statute (R. S. § 916, 28 U. S. C. 
§ 727) expressly made state exemption statutes applicable in the execu- 
tion of judgments of Federal courts and_it is held that state exemptions 
are applicable even when the United States is the judgment creditor. 
(Custer v. McCutch-on, 283 U. S. 514, 51 Sup. Ct. 530, 75 L. Ed. 1239 
(1931); Fink v. O’Neil, 106 U. S. 272, 1 Sup. Ct. 325, 27 L. Ed. 196, 
(1882). Distraint and sale are not judicial proceedings and neither the 
tax lien nor the right of distraint and sale is based upon a court action 


(Note 35 continued on page 194) 
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Federal tax lien attached. On the contrary, the pro- 
vision therein that such liens shall not be valid as 
against a mortgagee, purchaser or judgment creditor 
until notice of the lien is properly filed, clearly indi- 
cates that it was not intended that the lien thus 
created would take priority over other liens against 
the property prior in time of attachment to the tax 
lien. The courts have consistently so held ** and 
even before the above provision was added it was 
generally conceded that the Federal lien did not 
take priority over other liens which were prior in 
time of attachment.*’ 


As originally enacted Revised Statutes, Section 
3186 *8 contained no provision for the filing of notice 
of said lien. There being no practical way of deter- 
mining whether a particular property was subject 
to a Federal tax lien, disputes soon arose as to the 
rights of subsequent encumbrancers and bona fide 
purchasers without notice. The rule was soon 
established and consistently followed that the Fed- 
eral tax lien was valid as against subsequent pur- 
chasers and encumbrancers of the property even 
though the purchase or encumbrance was made in 
good faith, for value and without notice.*® Harsh 
as it was, this rule was many times enforced against 
innocent third parties. 


It was contended that it was necessary to record 
a Federal tax lien in accordance with the state law 
if it was to be valid as to innocent third parties but 
the courts denied this contention and held that the 
Federal Government was not required to comply 
with state laws in the collection of its taxes.*° In 
regard to this rule the Supreme Court made the fol- 
lowing statement : 


If the United States proceeding in one of their own 
courts, in the collection of a tax admitted to be legitimate, 
can be thwarted by the plea of a state statute prescribing 
that such a tax must be assessed and recorded under state 
regulation, and limiting the time within which such tax 
shall be a lien, it would follow that the potential existence 


of the Government of the United States is at the mercy 
of state legislation.” 


The Court recognized the harshness of the law but 
pointed out that power to remedy the situation was 
not in the courts but in Congress.*? 

Congress finally gave the matter its attention and 
in 1913 amended the law by adding the provision 
that the lien shall not be valid as against a mortga- 
gee, purchaser or judgment creditor until notice 
thereof is filed by the Collector (1) in accordance 


(Note 35 continued) 


or judgment. R. S. § 916 should not be construed as making state 
exemption statutes applicable as to Federal tax liens (See Staley v. 
Vaughn, supra.) If instead of enforcing collection by distraint and 
sale the Government should file an action in law for the collection of 
the tax and secure a judgment therefor, R. S. § 916 would probably 
be applicable and the Government would probably be unable to execute 
on property which was exempt under the law of the state. See Niemi 
Bros. Inc. v. Rosenbluh, 147 Misc. 159, 263 N. Y. S. 445 (1933). 

% Ormsbee v. U. S., 23 F. (2d) 926 (S. D. Fla. 1928); City of 
Winston-Salem v. Powell Paving Co., 7 F. Supp. 424, (M. D. N.C 
1934); Sherwood v. U. S., 5 F. (2d) 991 (E. D. N. Y. 1925); Ferns 
v. Chic-Mint Gum Co., 14 Del. Ch. 232, 124 Atl. 577 (1924). 

3 U.S. v. Guaranty Trust Co., 33 F. (2d) 533, (C. C. A. 8th, 1929). 

3% Act of July 13, 1866, c. 184, § 9, 14 Stat. at L. 107. 

%U. S. v. Snyder, 149 U. S. 210, 13 Sup. Ct. 848, 37 L. Ed. 705, 


(1893); Blacklock v. U. S., 208 U. S., 75, 28 Sup. Ct. 228, 52 L. Ed. 
396, (1908); U. S. v. Turner, Fed. Cas. No. 16548 (C. C. S. D. Ohio 
1873); Alkan v. Bean, Fed. Cas. No. 202 (C. C. Wis. 1877); U. S. v. 
Curry, 201 Fed. 371 (D. Md. 1912). 

( wf S. v. Snyder, 149 U. S. 210, 13 Sup. Ct. 848, 37 L. Ed. 705 
1893). 

ciees) S. v. Snyder, 149 U. S. 210, 13 Sup. Ct. 848, 37 L. Ed, 705 
2U.S. v. Curry, supra, note 39, 


THE TAX MAGAZINE 


April, 1935 


with the laws of the State or Territory in which the 
property is situated whenever such State or Terri- 
tory has by law provided for the filing of such notice, 
or (2) if the State or Territory has not so provided, 
in the office of the Clerk of the United States Dis- 
trict Court for the judicial district in which the prop- 
erty is situated.4* The amendment did not render 
the Federal Government subject to existing laws in 
regard to recording of liens but made it necessary 
for the states to enact new laws specifically provid- 
ing for the filing of Federal tax liens. Also Federal 
liens which attached prior to the enactment of a 
state law are not governed thereby. A state law 
which attempts to bring existing Federal liens with- 
in its scope by providing that unless notice of exist- 
ing liens is filed within a specified time said liens will 
not be valid is of no effect for the power of the states 
over Federal tax liens is limited to that granted them 
by Congress and Congress has granted the states no 
such power.** Almost all of the states now have 
laws providing for the filing of notice of Federal tax 
liens.*° In these states the Collector must file the 
notice in the place designated by the law before it 
is valid as against subsequent mortgagees, purchasers 
or judgment creditors. In states which have not 
enacted such laws the Collector must file the notice 
with the Clerk of the United States District Court.” 

When the notice is filed the lien attaches to all 
property of the taxpayer and any person who ac- 
quires an interest in such property thereafter takes 
it subject to the Federal lien even though the interest 
is acquired in good faith, for full value and without 
actual notice of the Federal lien.*7 It is not likely 
that such a lien would now be overlooked in a _trans- 
action concerning real property, but the lien also 
applies to personal property and in transactions con- 
cerning personal property such a lien might easily 
be overlooked. Such a situation has apparently not 
been presented to the court but if it is, it will prob- 
ably be held that the Federal lien having once at- 
tached to personal property follows it so long as the 
property can be traced. 


It has been ruled by the General Counsel ** and 
held by at least one court *® that the Federal tax lien 
is prior to a mortgage which was duly executed 
prior to filing of notice of the Federal tax lien but 
was not recorded until subsequent thereto. In the 
few jurisdictions in which a mortgage is not valid 
until it is recorded, it is conceded that this rule un- 
doubtedly is sound for it must be assumed that Con- 
gress intended to give priority only to valid and bona 


#3 Act of March 4, 1913, c. 166, 37 Stat. at L. 1016. 

In re Dartmont Coal Co., 46 F. (2d) 455 (C. C. A. 4th, 1931). 

4 For list of states and territories which have enacted laws in com- 
pliance with this provision, with the effective dates of such laws see 
G. C. M. 9978, X-2 Cum. Bull. 208, and I. T. 2619, XI-1 Cum. Bull. 137. 

4 Amer. Surety Co. v. M-B-Ise Kream Co., 38 S. W. (2d) 118 (Tex. 
Civ. App. 1931); Ferris v. Chic-Mint Gum Co., 14 Del. Ch. 232, 124 
Atl. 577 (1924). 

471U. S. v. Snyder, 149 U. S. 210, 13 Sup. Ct. 848, 37 L. Ed. 705, 
(1893) Blacklock v. U. S., 208 U. S. 75, 28 Sup. Ct. 228, 52 L. Ed. 3% 
(1908); U. S. v. Turner, Fed. Cas. No. 16548 (C. C. S. D. Ohio, 1873); 
Alkan v. Bean, Fed. Cas. No. 202 (C. C. Wis. 1877); U. S. uv. Curry, 
201 Fed. 371, (D. Md. 1912). 

“#G. C. M. 1089, VI-2 Cum. Bull. 84. But see the Statement of 
the Acting Secretary of the Treasury in regard to the Revenue Act of 
1934 (1934 C. C. H. Vol. III, 6697 at 6708). He states—‘‘(15) There 
is some doubt as to the priority of a Government lien over imperfected 
judgment liens and unrecorded other liens. Subsection (b) of Sec- 
tion 3186 of the Revised Statutes should be amended to give the Gov- 
ernment preference over mortgages or debts, if the Government’s lien 
be recorded first, and over judgment creditors who fail to perfect their 
judgment lien before the Government’s lien is filed.” 

4 In re F. MacKinnon Mfg. Co., 24 F. (2d) 156, (C. C. A. 7th, 1928). 
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fide mortgages. But in most jurisdictions a mort- 
gage is valid even though it is not recorded. In 
jurisdictions i in which the validity of a mortgage is 
not dependent upon recording, the soundness of the 
above rule is questionable. 


In Revised Statutes, Section 3186, no reference is 
made to recording. The statute merely states that 
until notice is properly filed the lien shall not be 
valid as against mortgagees and makes no distinc- 
tion between the holders of recorded and unrecorded 
mortgages. The only reference to recording is in 
Revised Statutes, Section 3207 °! which authorizes 
the filing of a bill in chancery for the removal of the 
tax lien. That section, however, has no bearing up- 
on the priority of the lien. There is no wording in 
the Federal statutes which could reasonably be con- 
strued as giving the tax lien priority over a prior 
unrecorded mortgage. Most states have provided 
by statute that an unrecorded mortgage shall not be 
effective as against subsequent purchasers or encum- 
brancers for value without notice and it might be 
contended that the Federal Government can claim 
priority under these state statutes. But since it is 
now well settled that state recording and priority 
statutes are not applicable to the Federal tax lien,*” 
it would seem that the United States could not rely 
upon state statutes to give the Federal tax lien prior- 
ity over an unrecorded mortgage. 


Likewise there is no equitable argument to sup- 
port the Government’s claim to priority over an 
unrecorded mortgage as there would be in the case 
of a subsequent purchaser or encumbrancer without 
notice. The Federal Government is in no way mis- 
led by the failure to record a mortgage. The assess- 
ment of the taxes and the attachment of the lien 
therefor is in no way affected by the fact that a 
mortgage does not appear in the records. Under 
the present wording of the statute it would seem 
that failure to record a valid mortgage should have 
no effect upon -the right to priority between the 
mortgage and a Federal tax lien on the property. 


An interesting question is presented as to the 
priority between the Government’s claim for’ taxes 
and a bank’s claim against the taxpayer where a 
delinquent taxpayer is indebted to a bank but also 
has a checking account at the bank from which he 
is permitted to make withdrawals and the bank is 
served with notice of distraint while there is a bal- 
ance in the taxpayer’s checking account. In two 
recent cases when presented with this situation the 
courts held in favor of the banks and allowed them 
to apply the balance of the checking account in_sat- 
isfaction of the taxpayer’s indebtedness to the bank 
even where the Collector served the bank with notice 
of distraint and demanded the money in the check- 
ing account before the bank credited the balance of 
said account against the indebtedness of the tax- 
payer to it.°* Both courts adopted the theory that 
the Government can claim only under and through 
the taxpayer and subject to the same defenses and 


5° See decisions cited in 41 Corp. 

5126 U. S. C. § 136; Fox v. 
(E. D.. N. Y¥.. 1931). 

53U. S. v. Snyder, 149 U. S. 210, 13 Sup. Ct. 848, 37 L. Ed. 705, 
(1893); Staley v. Vaughn, 50 S. W. (2d) 907, (Tex. ‘Civ. App. 1932). 

SU. S. ov. Bank of Shelby, 68 F. (2d) 538, (C. C. A. 5th, 1934); 
U. S. v. Bank of U. S., 5 F. Supp. 942 (S. D. N. Y. 1934). 


Jur. p. 496, § 420. 


Queens County Sales Co., 52 F. (2d) 794 
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equities which affect him. When the Government 
distrains against a taxpayer’s bank account it merely 
acquires whatever claim or chose of action such tax- 
payer has against the bank. If the taxpayer is in- 
debted to the bank in excess of the balance in his 
account, he has no claim and therefore the govern- 
ment acquires nothing by its distraint. 


There has been some uncertainty as to the priority 
between Federal taxes and state or local taxes or 
assessments which have become liens on the prop- 
erty of a delinquent but solvent taxpayer.** Revised 
Statutes, Section 3186 makes no reference to tax 
claims of other taxing bodies and thus does not ex- 
pressly fix the priority ranking of the Federal lien 
with that of the taxes of a state or municipality. 
Since it has been held that the Federal lien is junior 
to valid liens existing at the time it attached, there is 
no doubt as to the priority of local tax liens which 
attach before the Federal lien. The only question is 
as to the lien of local taxes and assessments which 
accrue and the lien for which attaches after the Fed- 
eral lien attaches to the property. In most if not 
all states, the real property taxes and improvement 
assessments are by statute given priority over all 
other liens and are considered as attaching them- 
selves to the res.°> That being so and it having been 
held that the Federal tax lien is the same as any other 
lien and does not take priority over other liens which 
existed at the time the Federal lien attached, the 
Federal lien like other liens must be junior to local 
taxes and assessments regardless of when they ac- 
crued or became liens against the property for other- 
wise an incongruous situation might arise. Suppose 
a property were encumbered with a valid mortgage, 
a subsequent Federal tax lien and a lien for local 
taxes which accrued and became a lien after the 
Federal lien attached. Unless the Federal lien is 
junior to the local taxes, the mortgage would be 
prior to the Federal lien, the Federal lien would be 
prior to the local tax lien and it, in turn, would be 
prior to the mortgage. The Court of Chancery of 
Delaware was presented with such a situation,®® and 
that Court held that the Federal lien must take its 
place along with other liens subsequent to the local 
taxes and improvements assessments. The Court 
stated: 

When the Government agreed by §3186 to take rank 
after the mortgage, it must necessarily follow that it is 
subordinate in rank to those who are superior to its imme- 
diate senior. 

The Supreme Court of the United States called 
attention to this reasoning but as the situation was 
not involved in the case under consideration, refused 
to commit itself in that regard.** Federal district 
courts in New York®® and North Carolina have’ 
given local taxes and assessments priority over Fed- 
eral tax liens. The priority of other state taxes 





“ City of Winston-Salem v. Powell Paving Co., 7 F. Supp. 424 (M, D. 
N. C. 1934); as to priority where taxpayer is insolvent see New York 
v. Maclay, 288 U. S. 290, 53 Sup. Ct. 323, 77 L. Ed. 754 (1933). 

3 3 Cooley on Taxation (4th Ed.) § 1240; Provident Inst. for Sav. v. 
Mayor etc., Jersey City, 113 U. S. 506, 5 Sup. Ct. 612, 28 L. Ed. 1102 


(1885). Osterberg v. Union Trust Co: 93 U. S. 424, 23 L. Ed., 964 
(1877). 
56 asks v. Chic-Mint Gum Co., 14 Del. Ch. 232, 124 Atl. 577, iS 


51 County of Spokane v. U. S., 279 U. S. 80, 49 Sup. Ct. 321, 73 T 


621 (1929). 
58 Sherwood v. S., 5 F. (2d) 991 (E. D. N. 925). 
59 City of W ated Salem v. Powell Paving Co., 7 Ye Ta. 424, (M. D. 


N. C. 1934). 
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such as income taxes and franchise taxes which are 
not primarily property taxes would probably be de- 
termined in accordance with their priority in time 
of attachment. , 


Frequently a mortgagee or other encumbrancer is 
required to pay local taxes and assessments against 
the encumbered property in order to protect his se- 
curity. If the mortgage is then foreclosed the mort- 
gagee’s claim for reimbursement for such payments 
should be prior to the Federal Government’s claim 
under a subsequent tax lien even though the pay- 
ments were of local taxes and assessments which 
accrued and attached after the Federal lien attached. 
While the Bureau of Internal Revenue apparently 
does not concede such priority at the present time, 
it can be supported by sound rules of law. It is well 
established that a person’ who pays another’s taxes 
under such circumstances is subrogated to the rights 
of the taxing agency and has the same priority.” 
Furthermore, most mortgages specifically provide 
that such payments shall be secured by the mortgage 
and if the mortgage is prior to the Federal lien such 
payments made under it must also be prior.® 


As a general rule the Federal tax lien takes prior- 
ity as to other liens in accordance with its priority 
in time of attachment,®* but some liens such as a 
maritime lien®* may be given priority over the Fed- 
eral lien even though they were junior in time of 
attachment. Also a widow’s dower right is prior to 
the Federal tax lien if the marriage occurred before 
the tax lien attached.© 


If a delinquent taxpayer is insolvent or bankrupt, 
the law in regard to priority of Federal tax claims 
is entirely different and is stated in a different stat- 
ute. In such cases the Federal Government is not 
dependent upon its lien but is given priority over all 
other debtors by the specific terms of Revised Stat- 
utes, Section 3466. It is not within the province 
of this discussion to consider the rights of the United 
States as against other creditors under Revised Stat- 
utes, Section 3466 but in view of the fact that taxes 
have been held to be debts within the meaning of that 
statute, attention should be called to it.** That sec- 
tion does not give the United States a lien ®* but 
merely provides that where any person or estate in- 
debted to the United States is insolvent the debts 
due to the United States shall be first satisfied. 
While this statute does not give the United States 
priority over prior bona fide lienholders such as mort- 
gagees,®® it does give the United States priority over 
tax claims of states and other taxing bodies unless 
the liens therefor were perfected prior to the happen- 





N.C ioedy of Winston-Salem v. Powell Paving Co., 7 F. Supp. 424 (M. D. 
19280" re ae Pearl Hominy Co., 5 F. (2d) 553 (C. C. A. 4th, 

62 Sherwood v. U. S., 5 F. (2d) 991 (E. D. N. Y. 1925); McLaughlin 
Taylor Co. v. U. S., (W. D. Wash. 1927, unreported; see 1927 CCH 
Standard Federal Tax Service, Vol. III at § 7205.) 
co -Salem v. Powell Paving Co., 7 F. Supp. 424 (M. D. 

% The River Queen, 8 F. (2d) 426, (E. D. Va. 1925). 

® G. C. . 824, V-2 Cum. Bull. 54, 

6 31 U. C. $191. Fora discussion of this statute and the decisions 
in regard + BD see annotation 77 L. Ed. 757. 

8 Price v. U. S., 269 U. S. 492, 46 Sup. Ct. 180, 70 L. Ed. 373 Sen: 
Stripe v. U. S., 269 U. S. 503, 46 Sup. t. 182, 70 L. Ed. 379 (1926). 

* In re Baltimore Pearl Hominy Co., 294 Fed. 921 (D. Md. 1923); 
In re C. J. he & Bros., 18 F. (2d) 658 (W. D. Pa. 1927). 

ou. S. Guaranty Trust Co., 33 F. (2d) 533 (C. C. A. ‘8th, 1929}. 


But rtd York v. Maclay, 288 U. S. 290, 53 Sap. Ct. 323, 77 L. 
754 (1933). 
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ing of the event which makes this statute applica- 
ble.*° Revised Statutes, Section 3466 does not ap- 
ply so long as the taxpayer is solvent ** but when it 
does apply it is obvious that the Federal Govern- 
ment need no longer rely upon the lien under Re- 
vised Statutes, Section 3186. 


Enforcement of Lien 


ONGRESS has provided for enforcement of the 

tax lien against the delinquent taxpayer or 
against third persons by the summary method of 
distraint and sale** and this is the method most 
frequently used. Revised Statutes, Section 3196," 
provides : 

Where goods, chattels or effects sufficient to satisfy the 

taxes imposed upon any person are not found by the Col- 
lector or Deputy Collector, he is authorized to collect the 
same by seizure and sale of real estate. 
The wording of this statute seems to infer, at least, 
that the Collector must proceed first against the per- 
sonal property of the taxpayer before he may seize 
and sell real estate but it has been held that the 
statute is not to be so interpreted and that the Col- 
lector may proceed at once against real estate. It 
is also provided that where it has become necessary 
to sell real estate the Commissioner of Internal Rev- 
enue may file a bill in chancery in the United States 
District Court for the enforcement of the lien.” 
This method of enforcing the lien against real estate 
is in addition to the right of distraint and sale and 
in no way supersedes or limits the right of the Col- 
lector to seize and sell real estate.”® 


Removal or Discharge of Lien 


EVISED Statutes, Section 3186 provides for 

the extinguishment of Federal tax liens either 
as to all property or as to a particular parcel of prop- 
erty by the issuance of a certificate of release by the 
Collector of the District in which the tax was as- 
sessed. The lien will be discharged as to all prop- 
erty if the tax is satisfied or becomes unenforceable 
or if a sufficient bond for the payment of the tax 
is furnished. A tax becomes unenforceable within 
the meaning of this section only when it becomes un- 
collectible as a matter of law as by the bar of the 
statute of limitations."7. The mere fact that the tax- 
payer has no assets and the collection of the tax is 
extremely improbable does not render the tax un- 
enforceable and the Collector is not authorized to 
discharge the lien under such conditions.** A dis- 
charge in bankruptcy does not discharge the bank- 
rupt’s liability for Federal taxes *® and it does not 
authorize the discharge of any liens for the payment 





7 New York v. Maclay, 288 U. S. = oa Sup. Ct. 323, 77 L. Ed. 


754 woes Spokane County v. U. S., 279 U. S. 80, 49 Sup. Ct. 321, 
73 . a 621 (1929). 

ag, . Oklahoma, 261 U. S. 253, 43 Sup. Ct. 295, 67 L. Ed. 638 
(19253. 

73226 U. 


p aoe et seq. 
13 26 U. $ 5. 


§ 12 
eu... 5. ane 201 Fed. 371 (D. Md. 1912); See 7 me v. 
Excelsior Refining Co., 135 U. S. 326, 10 Sup. Ct. 825, L. Ed. 162 
(1890); Blacklock v.U. S., 208 U. S. 75, 28 7 ce. 208, 52 L. Ed. 
396 (1908). But see Brown v. — 75 N. . 409, (1878). 
%R. S. § 3207, 26 U. S. §1 
—. * ©. &., 308 U. Ss. 95, 28 Sup. Ct. 228, 53 L. Ed. 396 


(1908). 

we, C. M. 4715, VII-2 Cum. Bull. 94; T. D. 4275, VIII-2 Cum. 
Bull. 167. 

7% G. C. M. 4715, VII-2 Cum. Bull. 94. 

ii U.S. C. 33S. 





7 GGA NNN ROMY 











the 

or 
d of 
nost 


96,73 


r the 
Col- 
t the 


east, 
per- 
3e1Ze 
the 
Col- 
* i 
sary 
Rey- 
tates 
en.” 
state 
and 


Col- 


; for 
ither 
yrOp- 
y the 
S as- 
yrop- 
eable 
> tax 
ithin 
s un- 
f the 
. tax- 
ax iS 
C un- 
>d to 
- dis- 
yank- 
5 not 
ment 


Ed. 638 


field v. 
ed. 162 
L. Ed. 
Ed. 396 


2 Cum. 





sense a NRT RRS 


April, 1935 


of such taxes.*® When a tax is satisfied, however, 
the taxpayer is entitled to a certificate of discharge 
of the lien for that particular tax even though there 
may be taxes for other years which are still unpaid 
and for which liens still exist.** 


The lien may be discharged as to particular prop- 
erty if the value of the remaining property subject 
to the lien is at least double the amount of-the lia- 
bility remaining unsatisfied in respect of such tax 
and the amount of all prior liens upon such property 
or if there is paid to the Collector in part satisfaction 
of the tax liability a sum determined by the Com- 
missioner which shall not be less than the value of 
the interest of the United States in the property to 
be discharged. 


The provision permitting the Collector to dis- 
charge the lien as to a particular parcel of property 
upon payment of an amount equal to the value of 
the Government’s equity in such property was added 
to the law bv amendment in 1934.8? Although prior 
to the amendment the Collector had no such power, 
some Collectors did issue such a discharge when they 
were satisfied that the Government’s equity was of 
no value. There is some doubt as to whether such 
a discharge or release was effective. The law pro- 
vides that a certificate of release or of partial dis- 
charge shall be held conclusive that the lien upon 
the property covered by the certificate is extin- 
cuished,®* but it has been stated that if the Collector 
releases a lien without complying with the law, his 
act in releasing the lien is without authority of law 
and is not binding on the Government.** 


The new method of discharge which was provided 
by the amendment of 1934 has long been needed, for 
the discharge of the lien by bill in chancery is very 
slow. In many instances a person who acquired 
property at a foreclosure sale was unable to dispose 
of the property because of the cloud of a Federal tax 
lien and the length of time necessary to have the 
lien removed. The new method should be much 
more expeditious and still give full protection to the 
interests of the United States. In no case, however, 
can the release be demanded as of right for the en- 
tire matter is left to the discretion of the Commis- 
sioner. Regulations have been issued in regard to 
applying for a discharge of a lien under this new 
section of the law.*® 

It seems to be the practice of the Commissioner at 
the present time to require a payment of a minimum 
of $100.00 even though it is apparent that the Gov- 
ernment’s interest is of no value whatsoever. It is 
hard to justify such a practice on the part of the 
Commissioner, especially since the reports of the 
Congressional Committees specifically state that it 
was intended that no payment should be exacted in 
such cases,*° and since the person required to make 
the payment is not the taxpayer and is in no way re- 
sponsible for the delinquency of the tax. Since the 
release in such cases is left to the discretion of the 





8G. C. M. 1072, VI-1, Cum. Bull. 103. 
81 G. C. M. 3279, VII-1, Cum. Bull. 136. 
2 Act of a 10, 1934, c. 277, § 509, 48 Start. at L. 757, Revenue Act 


‘7 §5 
S. § S186 (d), 26 U. 115(d). 
By. S. v. Roanoke Aig co. “Ine. (W. Va. 1934 unreported; see 
1934 CCH Standard Federal Tax Service. Von III-A at { 9457). 
5 T. D. 4446, Int. Rev. Bull. Vol. XIII, No. 29, p. 3, July 16, 1934. 
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Commissioner there is no appeal from his decision. 
The property owner, however, in his request for re- 
lease does not bind himself to pay the amount deter- 
mined by the Commissioner and if he feels that the 
amount is too large he can abandon his petition and 
seek a discharge in another manner. 


It frequently happens that the holder of a mort- 
gage or other lien on real estate is willing to have 
the mortgage renewed or a new one executed in lieu 
of foreclosure. In many such cases where the United 
States has a junior tax lien on the property the Col- 
lector is requested to lift the tax lien temporarily to 
allow the renewal of the prior mortgage. The Gen- 
eral Counsel has ruled that a Collector has no power 
to lift a lien under such circumstances ** and as a 
consequence many lien holders have been unwilling- 
ly forced to foreclose. It would seem that the law 
might well be amended to permit the Collector to 
temporarily lift the lien under such circumstances 
or agree that the new mortgage would be prior to 
the tax lien. Such a provision would be extremely 
beneficial to distressed taxpayers without in any way 
handicapping the government in the collection of its 
taxes. 


Any person having a lien upon real estate which 
lien was recorded prior to the filing of the notice of 
the Federal tax lien on the property or any person 
purchasing real estate at a sale to satisfy such prior 
lien may file a bill in chancery in the United States 
District Court for the removal of the tax lien.8* Be- 
fore such a bill may be filed the Commissioner of 
Internal Revenue must be requested in writing to 
direct the filing of a bill in chancery to enforce the 
government’s lien. The Commissioner invariably 
denies this request.*® The party must then secure 
an order from the District Court granting leave to 
file the bill. The United States being the owner of 
the tax lien is the proper party defendant and nei- 
ther the Commissioner of Internal Revenue nor the 
Collector should be made a defendant.% A decree 
of the court in an action of this type does not extin- 
guish the lien but merely releases the particular 
property involved from the lien.** 

The statute does not expressly give the court power 
to discharge the lien by decree and the various dis- 
trict courts are in disagreement as to whether they 
have such power when it is determined that the in- 
terest of the government is of no value. Some courts 
hold that regardless of the fact that the interest of 
the United States is of no value, the court must or- 
der a sale of the property by the marshall and apply 
the proceeds to the satisfaction of the liens in the 
order of their priority.°? Other courts hold that in 
such cases the property may be cleared of the tax 
lien by decree without a sale.** The courts taking 

(Continued on page 244) 





8% See Senate Finance Committee Report on Revenue Bill of 1934 
(H. R. 7835), Sen. Rep. 558, 73rd Cong. 2nd Sess., March 28, 1934 and 
Conference Report of House of Representatives Ways and Means Com- 
mittee and Senate Finance Committee (H. R. 1385, 73rd Cong., 2nd 
“eu on § 509, Revenue Act of 1934. 

87 . M. 3205, VII-1 Cum. Bull. 135. 

8 R, = Ue. 26 U.S. C. § 136. 


2G. C. 4715, VII-2 Cum. Bull. 

0 Safford “Mills 'v. White, 41 F. (d)" 58 (D. Mass. 1930). Czteslik v. 
Burnet, 57 F. (2d) 715 (E. Dp. NW. ¥. 1932): 

% Sherwood v. U. ep * F. (2d) 991 (E. D. N. Y. 1925 

® Sherwood v. U. S., F. (2d) 991 (E. D. N. Y. 1985) ; Integrity 


Trust Co. v. U. S., 3 F. len 577 (D. N. J. 1933). 


(Note 93 appears on page 244) 













































Taxing the Income of the Husband 
| and Wife 


By HERMAN T. REILING * 


N 1931 an attempt by the State of Wisconsin 
| to tax the husband upon the entire income of 

husband and wife was held unconstitutional by 
the Supreme Court of the United States." Soon 
thereafter, in a pamphlet issued by a certain organi- 
zation, there appeared the startling statement that 
the Supreme Court had taken one further step in 
support of women’s rights—which illustrates that 
there are at least two sides to every controversy and 
perhaps more, and that there is 
generally more than one approach 


not the income reported upon each individual return 
pursuant to the present plan which allows a husband 
and wife to file separate returns whenever it is to 
their advantage to do so. It is the combined income 
of the husband and wife which determines whether 
the family avoids poverty. The power to accumulate 
comfortable reserves or wealth is not separately mea- 
sured by the income and financial resources of the 
husband and wife, but is determined by the combined 

total possessed by the two. A man 





to any given proposition. The 
Wisconsin taxing act provided for 
surtaxes graduated according to the 
amount of the taxpayer’s net in- 


come. The enactment which was 
held unconstitutional took away 
the advantage which might be 


gained if the husband and wife were 
separately taxed. Though a joint 
return was not required, the tax 
was required to be computed upon 
the combined total income in case 
separate returns were filed.” 

The problem which the Wiscon- 
sin state legislature had in mind 
also arises in connection with the 
administration of the Federal in- 
come tax law and in the other states 
which impose a graduated tax upon 
the incomes of individuals. It is 
one which cannot be avoided if the 
principle of a graduated tax is ac- 
cepted as a proper method for as- 
sessing an income tax according to 
ability to pay. In general, | policy of taxing the 
income of the husband and ite as a unit would not 
affect those families which have small incomes and 
are burdened with property taxes and taxes upon 
consumption bearing no particular relation to in- 
come received in excess of the requirements for the 
necessaries of life. In every instance a substantial 
income is taxed in the lowest bracket and at one 
rate. For example, if the principle of taxing the fam- 
ily income as a unit were applied to the Federal in- 
come tax law, it would impose no additional tax 
where the joint income of the husband and wife is 
not in excess of $6500, which at the present time is 
far in excess of the average income received by 
American families. In 1929 when conditions were 
said to be better than they are today, 1,589,000 fami- 
lies out of a total of 27,474,000 had an annual income 
of $6000 or more.* This method would, however, 
substantially increase the tax upon large family in- 
comes. Even so, the fact still remains ‘that the sig- 
nificant income is the income of each family—and 


* Of the Chicago Bar. 
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may lose all, but he is not broke if 
his wife has money. The state laws 
may prevent his creditors from seiz- 
ing his wife’s separate property but 
they do not prohibit her from giv- 
ing him financial support. The gov- 
ernmental and private agencies do 
not extend relief to one spouse 
merely because the one applying 
for aid has no property or income. 
There must be no family income or 
property. The same thought is 
maintained throughout our social 
structure. Under the prevailing so- 
cial conventions in the United 
States, the family is one economic 
unit. It is also one of our oldest 
forms of organization. 
Consequently in their relations 
with one another, which includes 
supporting government and organ- 
ized society, the ability of each to 
pay taxes is directly related to the 
resources of the family unit. The 
members of a family with an in- 
come of $50,000 a year, divided between the hus- 
band and wife, enjoy, or can enjoy, the same benefits 
of organized society as a family with the same in- 
come received in the husband’s name. By the benefits 
of society, we refer not to the direct services ren- 
dered to them by the government but to the advan- 
tages of living in a social order comprising more 
than one hundred and twenty million people devoted 
to providing the necessaries, comforts and luxuries 
of life which no one alone could provide. There is 
organized government within the social order, but 
there is also the aggregate wisdom, science, inven- 
tion, industry and finance, which in this country 
makes it possible for a greater number to have a 
higher standard of living, though no one in the for- 
tunate group possesses more than a mite of the com- 
bined talent. With the United States as an audience, 
movie actors build up fortunes. And with the same 





1 Hoeper v. Tax Commission, 284 U. S. 206; reversing 202 Wis. 493. 
? The material portions of the statute are set out in opinion of the 


Court. Note that the total tax payable was primarily taxable to the 
husband. 

%See America’s Capacity to Consume, by Leven, Moulton and War- 
burton. 
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people as customers, workers and thinkers, others, 
who might be mere men in Abyssinia or Brazil or Aus- 
tralia, acquire a comfortable living, and still others 
lay up considerable reserves for a rainy day. In- 
deed it is said that some control industrial empires. 
Within this structure there is also the institution 
of marriage, created and maintained for the benefits 
to be derived therefrom. Notwithstanding the num- 
ber of: divorces, marriage in the United States still 
represents the point farthest removed from indi- 
vidualism, laissez faire, and the doctrine,—‘‘Each 
for himself, and let the devil take the hindmost.” In 
a society of economic inequality, where women have 
been given greater rights than they enjoyed at the 
common law, marriage continues to give to the hus- 
band and the wife, and to their children, better op- 
portunities for acquiring wealth than men and 
women enjoyed in the ancient times of promiscuous 
living; and as long as economic inequality prevails 
the present institution of marriage will continue to 
give better opportunities than equal legal rights for 
men and women could provide under the same social 
system. 

The law has given considerable recognition to the 
rights of women as human beings, but actually little 
has been done toward a legal destruction of the eco- 
nomic unity of the family. The legislation which 
has been enacted by the various states is mainly di- 
rected toward removing discriminations against 
women and tends to give them a voice in the control 
of the government and in the family. It does not 
remove the economic benefits of marriage nor lessen 
the ability of the husband and wife to pay taxes. In 
fact, most of the legislation has no bearing upon 
their status as taxpayers. The right to vote and to 
hold public office gives to women, including married 
women, the right to participate in the control and 
conduct of public affairs. It recognizes that women 
are human beings the same as men. But it does not 
make any substantial change in the status of the 
husband or the wife for purposes of the income tax. 
The right of sufferage is not an element in fixing 
tax liability in any form, except in the case-of the 
poll tax which has been removed in most states. 
Income taxes are not imposed upon every one who 
votes, nor upon every one who receives income. 
Likewise, those who pay taxes do not thereby ac- 
quire a right to vote—all of which shows that there 
is a distinction between being a separate individual 
and being a separate unit for the purposes of com- 
puting tax liability. The payment of taxes may in- 
volve a consideration of the economic unit of which 
the taxpayer is a member. : 

The laws recognizing the rights of a married 
woman in her separate estate give to her a greater 
legal control in the family property and income, for 
she had no control under the common law. But do 
they give legal sanction to treating her as a separate 
economic entity? Not at all. The husband remains 
the head of the family and as such is legally liable 
for the support of the wife and children, even though 
the wife may have separate property. Thus the wife 
is by law entitled to share in the income of the hus- 
band—another way of saying that, under the law, 
that which we call the husband’s income is family 
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income. A corresponding duty is sometimes imposed 
upon the wife to support the husband, particularly 
where he is disabled. The husband is entitled to the 
services of the wife in the performance of the house- 
hold and domestic duties, a right which may not in- 
crease the amount of income received but which of- 
ten reduces the expenditures necessary. Moreover, 
the husband is entitled to the services rendered by 
the wife while assisting her husband in his business. 
Thus the increase in business income realized by 
reason of the wife’s services belongs to the husband. 
On the other hand, the wife frequently obtains sim- 
ilar advantages with respect to the property which 
we call her separate property. Improvements made 
on such property by the husband belong to the wife. 
A husband has considerable difficulty in securing 
compensation for services rendered in the manage- 
ment of the wife’s property unless of course she will- 
ingly pays him. This system of each being given the 
free services of the other does not indicate that the 
two are entirely separate. Instead it would appear 
that a proper division of income upon the basis of 
individualism is impossible as the law stands today. 
The institution of marriage has never been compelled 
to install an accounting system which shows the 
services rendered by each, the income attributable 
to each, the overhead such as house work and care 
of children allocable to each, the cost of management, 
or the distribution of profits. Other persons who 
seek to be taxed separately do not intermingle their 
activities and accounts as the husband and wife do. 

By the laws of the states, the right to share in the 
family income is not lost when the marriage is brok- 
en by separation. Legal provision is made for the 
wife to receive separate maintenance or alimony, de- 
pending upon the nature of the separation. Some- 
times a husband dares to seek such support. This 
right exists because of the marriage, but of course 
the amount realized may depend upon other factors, 
such as the wife’s separate property, the length of 
the marriage, and the number of children. 

A right to share in the family fortunes upon the 
death of one spouse is given to both the husband 
and the wife. This right cannot be defeated without 
the consent of the other. It is for this reason that to 
transfer a good and merchantable title to real estate, 
both must sign the deed. More than one wife has 
refused to sell. Though each has certain uncontrolled 
rights with respect to the disposition of personal 
property, a total disregard of the family may result 
in proceedings for a conservator, thus again empha- 
sizing the fact that the reckless spouse is a member 
of a family having certain legal rights in the proper 
conduct of the affairs pertaining to the family and 
that a court may exuberate over the theory of indi- 
vidual property rights but actually these rights are 
decidedly family rights which are shared in by both 
spouses. The right of separate property is not an 
absolute one by any means. And in the every day 
affairs of life this right often fades into nothing. 
Even where the wife has property in her own name, 
the very right which she prizes often compels her 
to abandon it. For example, a husband sometimes 
needs credit for the purpose of carrying on his busi- 
ness, but the creditor in order to be fully protected 
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requires that the wife become a party to the transac- 
tion. Both she and her husband must sign the note. 
This immediately jeopardizes her so-called separate 
property rights. This again illustrates how difficult 
it is to keep any property out of the family pool. 
As long as the matrimonial ties are observed, both 
must sink or swim together. It is a family affair. 
Realizing the economic handicaps imposed upon mar- 
ried women, we as a nation are opposed to any 
change which would materially reduce the family 
responsibility. That being the case, the taxation of 
incomes must be effected upon the basis of existing 
conditions. Taxation is not a part of a crusade for 
changing the incidences of the marital status. The 
decision of the Supreme Court, with respect to the 
Wisconsin income tax, gave married women no more 
than it gave married men. Both share in the family 
benefit allowed by an inadequate income tax law. 


The movement for equal rights of men and women, 
symbolized in part by the suggested amendment to 
the Federal Constitution,‘ is opposed by both men 
and women upon the ground that it would destroy 
the family unity which now exists in law and in fact, 
and would do so prior to the establishment of a social 
order of economic equality, thus depriving both men 
and women of the advantages which they obtain 
under the present system. Briefly, it would throw 
into confusion the law of property rights, of domestic 
relations, public health and social welfare and labor. 
It is not necessary to go into all of the reasons, for 
the important point to note is that in opposing the 
amendment we are directly engaged in preserving 
the present hybrid legal unity of the husband and 
wife and the present legal sanctions for economic 
unity. The husband and wife are separate individuals 
but their interests are intermingled and the separate 
entities are not always recognized. We seek to main- 
tain this relationship and oppose complete legal in- 
dividualism. 

In briefly examining the scope of the two lines of 
thought—(1) individualism for each spouse and (2) 
family unity—we find in the above discussion that 
the factors attached to the family unit as recognized 
by law at the present time are the ones to be con- 
sidered in devising a proper tax upon incomes. These 
factors pertain to property and use of the family 
income, the individual legal titles with cross rights 
going from one to the other regarding use and dis- 
position. On the other hand, the greatest rights of 
individualism separately held by the husband and the 
wife lie outside the field of taxation. They give 
individual expression of thought in public affairs and 
in the control of the family fortunes without destroy- 
ing the cross rights in property and income. Hence 
a tax upon incomes which makes the family income 
the unit of measure in determining the total tax 
payable by the two individuals does not affect the 
existing individualism granted to the two. The 
marital status becomes the basis for classification of 
taxpayers for rate purposes in the same manner 





*The draft of the proposal which has been introduced into every ses- 
sion of Congress since 1923 is: 
“Sec. 1. Men and women shall have equal rights throughout the 
United States and every place subject to its jurisdiction. 
“Sec. 2. Congress shall have the power to enforce this article by 
appropriate legislation.” 
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that we make other classifications. 
two or more corporations are jointly taxed if they 
are affiliated but this does not mean that the fiction 
of separate corporate entities is abolished. The cor- 


For example, 


porations remain separate taxpayers.® A group of 
individuals bound together by a trust instrument are 
taxed together upon the income arising out of that 
relationship, though no separate corporate entity is 
created. This method of taxing an association of in- 
dividuals as a corporation is applied in cases where 
under the law of the state the association is a part- 
nership.’ Likewise, under the Revenue Act of 1917, 
a partnership was taxed as a unit even though it is 
clearly recognized that the partnership is not an 
entity separate and distinct from the individual part- 
ners. And under the present Revenue Act,’ by a 
provision similar to that contained in prior acts, the 
separate entities of two or more organizations, trades 
or businesses, whether or not incorporated and 
whether or not affiliated, are partially ignored for the 
purpose of determining the income and deductions 
properly allocable to each. We do not care to com- 
pare the marital status with business and commercial 
organizations or units. It is not necessary to do so. 
The marriage ceremony can hardly be said to be an 
association or partnership similar to these instances, 
for the reason that it binds the husband and wife 
together for many purposes other than those which 
govern the formation of purely commercial organ- 
izations. But the grouping is just as distinct. It 
gives to each spouse certain legal controls and rights 
in the family income and property. It is not an as- 
sociation or a partnership—in many respects it is 
more than either. But the combined income of a 
husband and wife logically falls in a class of its own. 
To tax the income of the husband and wife in this 
manner, making a separate assessment against the 
two except where they consent or agree to a differ- 
ent method, is not the same as taxing the income to 
one spouse, as the State of Wisconsin attempted to 
do in the case before the Supreme Court, or as the 
Federal government has partially attempted ® with 
respect to community income in states having com- 
munity property laws. 

If, however, we are concerned with a Federal in- 
come tax, there are considerations other than those 
enumerated above. The property and income rights 
of husband and wife are largely fixed by state law, 
which means that we have forty-eight different states 
and laws determining the amount of property and in- 
come which shall formally be considered to belong 
toeach. If Federal income tax liability is determined 
upon the basis of the legal title of each as fixed by 
the states, it is possible to have forty-eight different 
applications to substantially the same situation. The 
outstanding variance in this respect is that oc- 

casioned by the community property laws of certain 
states, where, at the present time, a husband and 
wife are allowed to file separate returns and, for 





5 Woolford Realty Co. v. Rose, - U. S.. 319. 

® Hecht v. Malley, 265 U. S. 14 

7 Burk-Waggoner Oil pr Ae v. Hopkins, 269 U. S. 110. 

8 Section 45, Revenue Act of 1934. 

®See Poe v. Seaborn, 282 U. S. 101; Goodell v. Koch, 282 U. S. 118; 
Hopkins v. Bacon, 282 U. S. 122; and Bender v. Pfaff, Zee U. &. 127, 
where the Government attempted to tax the husband upon entire com- 
munity income, under an act which, in this respect, looks only to 
separate ownership for the purpose of fixing the amount of tax liability. 
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example, divide the husband’s salary between the 
two.*° In some of the other states, having no com- 
munity property laws, the old device of holding 
property by the entirety serves a similar purpose 
with respect to the income from the property so 
held. However, there is no uniformity in the 
states which have these laws. The definition of com- 
munity income and the control of such income are 
not the same in all of the states having community 
property laws.’? Neither are the laws relating to 
abs. by the entirety the same.4* Thus certain 
income which may be divided between the husband 
and wife in one state cannot be so divided by the 
residents of other states, though all are reporting 
for the purposes of the same Federal tax. This is a 
part of the confusion, lack of uniformity, abstractness 
and absurdness which today exists in determining 
Federal income tax liability. The Federal income 
tax law is made to operate differently in different 
states. The families in some states are more heavily 
taxed than those in others. The income tax law 
becomes one for discrimination in favor of some 
families and against others, depending upon the state 
in which they live. Obviously this is not a satis- 
factory state of affairs. 

But that is not all. The present method gives to 
a state the power to change the manner in which 
the Federal income tax law operates within that 
state. What did California do when it was held ** 
that its community property laws did not observe 
the proper legal form to give the husband and wife 
a right to split the community income between them 
for purposes of the income tax? They proceeded to 
change the state law.** Much has been said about 
individuals using devices to escape income tax. But 
here we have one of the sovereign states of the Un- 
ion enacting legislation which was sponsored and 
designed to enable those living within its boundaries 
to reduce their tax liability. We do not criticize 
such acts. California was within the law. The Fed- 
eral income tax law discriminated against her citi- 
zens and she took steps to remove the discrimination. 
The fault lies in the income tax law and not in the 
state of California. Other states can do the same 
thing. Or they may revive tenancies by the entirety. 
They have not; considerations other than the income 
tax law prevent them from doing so. For this they 
pay. 

It should be within the power of Congress to 
abandon this hodge-podge method of assessing the in- 
come tax. Congress and not the individual states 
should have the power to fix the amount of the lia- 
bility. In this connection, it might be argued that 


1” Arizona, Idaho, Louisiana, Nevada, New Mexico, Texas, and 
Washington. 

1 For example, Florida, G. C. M. 3111, VII-1 C. B. 112; Maryland, 
I. T. 1670, IF-1 CC. B.. 146; Michigan, 1. T. 1574, 31-1 C.. B. 143; 
=“ i. T.. 2381, Vi-2 C. BS. 116: New York, 1. T. 1555, Ti-1 
- Be 142. 

2 7T. D. 3071, 3 C. B. 221, which, though not up to date in its descrip- 
tion of the laws, clearly shows the possible differences. 

3 For example, under the law of Maryland, a tenancy by the entirety 
ay be created in personal property. And compare, Saulsbury, 27 

T. A. 744, CCH Dec. 7927, involving a resident of Maryland, with 
Cooley; we. Tt. A 986, CCH Dec. 7973, relating to a ‘resident of 
Massachusetts. 

4 United States v. Robbins, 269 U. S. 315, supporting earlier rulings 
of the Treasury Department. 

% Section 161a added to the Civil Code of California, April 28, 1927. 
See also United States v. Malcolm, 51 Sup. Ct. 184. 
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since the Constitution does not define income or tax- 
payer, the income and the taxpayer should be deter- 
mined in the light of the common law, 
construction which has been followed by the Su- 
preme Court in other instances.'® In this event, the 
entire income of the husband and wife might be 
taxed to the husband, who at common law was en- 
titled to have possession.17 However, it seems rea- 
sonably clear that such method would not be 
sanctioned by the Supreme Court, for that is in sub- 
stance the plan adopted by the State of Wisconsin. 
However, because of the different property laws in 
various states, there is ample room for a different 
rule under the Federal income tax law. The situa- 
tion being as it is, the better procedure lies in recog- 
nizing the separate taxability of the husband and 
wife, but in so doing the tax should be computed 
upon the combined income and a portion of the tax 
allocated to each and assessed to each, in proportion 
to the respective net incomes. 


This method of taxation is necessary to prevent 
tax avoidance. Under the present practices, though 
we pretend to tax the husband and wife separately 
upon the income of each, we do not do so. Income 
from services is taxed to the one performing the 
services, except in the community property states. 
Income from property is not, however, taxed to the 
spouse which acquired the property. Property ac- 
quired by one spouse may be transferred to the other 
spouse mainly for the purpose of reducing the tax 
liability of the spouse of the one which would other- 
wise have the greater income. The chief transac- 
tions resorted to for this purpose are: 

A gift of property by the husband to the wife or 
the establishment of a trust for the benefit of the 
wife (or the converse). 

A partnership agreement between the husband and 
wife. 

Sales by a husband to his wife (or by the wife to 
the husband). 

Under the existing revenue laws some attempt 
has been made to lessen the benefits derived from 
these transactions. There is a tax upon gifts *® 
which was enacted in 1932, the prior gift tax imposed 
by the Act of 1924 having been repealed after being 
applied only two years. However, the gift tax is a 
corollary to the Federal estate tax *® and is not sup- 
plementary to the income tax. As such it reduces 
the amount of estate tax saving which can be ef- 
fected by making transfers prior to death. It has 
little connection with the income tax, for after a 
gift by one spouse to the other the income from the 
property is taxed to the recipient of the gift. This 
may continue for many years and result in a lower 
tax in each year. The property may increase in 
value, and produce a far greater income than at the 
time of the gift, thus increasing the spread between 
the gift tax imposed and the saving in income tax 
realized. 








% United States v. Wong Kim Ark, 169 U. S. 649; Schick v. United 
States, 195 U. S. 65; Standard Oil Co. v. United States, 221 U. S. 59. 

17 But compare with cases relating to Federal taxation of community 
income, note 10, above. 

18 Section 501, Act of 1932, and the same section as amended by 
Section 504, Act of 1934. 

1 Wm. H. Lyman, 23 B. T. A. 540, CCH Dec. 7005. 
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Beginning with the Revenue Act of 1921, the tax 
law has provided that upon the sale of property by 
a donee the basis for determining the gain or loss 
shall be the same as ih the hands of the donor.”® On 
account of this provision, an appreciation in value 
does not entirely escape tax, as under the prior rule 
where the donee was permitted to use value at the 
date of gift as the basis. However, there may be an 
advantage in reporting the profit upon the sale in a 
separate return. This results in a substantial bene- 
fit in many instances. The possible benefit was en- 
hanced by the capital gain provisions which taxed 
the profit at a flat rate of 12% per cent where the 
total period during which both spouses held the 
property was more than two years. A similar bene- 
fit is available under the present law.” And it should 
be remembered that these provisions regarding the 
basis upon the sale of the property have no effect 
upon the method of reporting the income prior to a 
sale. The spouse who receives the gift reports the 
income therefrom upon a separate return, paying the 
tax at the lower rates. The only method now avail- 
able to the government to defeat a gift made for 
this purpose is to make an extensive audit with the 
hope of finding sufficient evidence to show that the 
sift was not as absolute as the parties pretended. 
This is a difficult task and, except in a few instances, 
no substantial efforts have been made along this line. 
After all a tax which depends upon the establish- 
ment of the taxpayer’s motive cannot be adminis- 
tered in a just manner. The necessity for such 
should be removed and the tax placed upon a more 
reasonable basis. In Canada transfers of property 
from one spouse to the other are ignored and the in- 
come from the property is taxed to the one which 
first acquired it.2?_ Canada is not limited by constitu- 
tional provisions and has the power of raising 
“money by any mode or system of taxation.” 7? Even 
so it would appear that the method is not an arbi- 
trary one, and should not be in violation of the due 
process clause in our Federal constitution. Perhaps 
our constitution will permit the same method. The 
Supreme Court has given some indication that it can 
be done.** However, even if it is permissible, it 
would appear that a classification which would per- 
mit separate assessment but at higher rates arrived 
at by reason of the marital status, would result in a 
more satisfactory apportionment of the tax burden 
and that it could be used.2* The Canadian plan of 
ignoring transfers from one spouse to the other is 
only a partial remedy. It would not remove the dis- 
criminations due to different state laws, and it does 





20 Section 202(a)(2), Revenue Act of 1921, see also Section 113(a)(2) 
of the Revenue Act of 1934. 

21 Section 117, Revenue Act of 1934. 

22 Section 32 of the Canadian Income Tax Act provides: ‘Where a 
husband transfers property to his wife, or vice versa, the husband or the 
wife, as the case may be shall nevertheless be liable to be taxed on 
the income derived from such property or from property substituted 
therefor as if such transfer had not been made.” 1926, c. 10, s. 7. 

23 See Canada’s Income Tax Law, by Harry J. Rudick, in The Tax 
Magazine. Nov., 1934. 

* See Reinccke v. Smith, 289 U. S. 172, where the income of a trust 
was taxed to the grantor, and Hoeper v. Tax Commission, note 1, 
above, was distinguished on the ground that the grantor of "the trust 
had once owned the trust property. This is a thin sliver of light upon 
the subject but it helps. 

*% The Wisconsin state legislature did not follow this procedure. It 
made the total tax primarily assessable against the husband (See note 2, 
above) and the tax under review by the Supreme Court was assessed 
against the husband, Hoeper v. Tax Commission, 284 U. S. 206. 
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not recognize the entire family income as the proper 
measure of ability to pay taxes. 

Trusts created by one spouse for the benefit of the 
other are frequently created for the same purpose 
that gifts are made from one to the other. If the 
income is annually distributed or distributable, it 
would come within the procedure suggested above, 
which is a better method of treatment than the one 
now followed. Under the present law income from 
revocable trusts is taxable to the grantor of the trust, 
and certain provisions have been added to include 
trusts where the power of revocation does not rest 
solely in the grantor.2*° The new Regulations * of 
the Treasury Department dealing with the applica- 
tion of these provisions are particularly interesting. 
The attitude of the Treasury Department is more 
clearly stated than in the prior Regulations. These 
Regulations state that the income of a trust shall be 
taxable to the grantor “because of the fact that the 
grantor has retained a certain interest in the prop- 
erty of the trust.” It is also stated that the suff- 
ciency of the grantor’s retained interest in the corpus 
to result in this method of taxation is determined by 
a single test, 

Whether the grantor has failed to divest himself, perma- 
nently and definitely, of every right which might by any 
possibility enable him once more to possess and enjoy 
in title the trust corpus. 

If proper consideration is given to the laws of 
descent, as well as to the terms of the trust instru- 
ment, this regulation would permit taxing to the 
spouse the income of an ordinary family trust cre- 
ated for the benefit of the other spouse or one estab- 
lished for the other spouse and children 7 where 
the grantor may come into possession by outliving 
the other spouse and the children. But perhaps the 
more interesting point is to note the broader applica- 
tion which might be made of the principle upon 
which the regulation is based. If income from the 
trust corpus may be taxed to the grantor of the trust 
under the circumstances just stated, why could not 
the statute be changed to tax the income to the gran- 
tor of the trust where the grantor by reason of state 
law only retains a possibility of acquiring or enjoy- 
ing the income distributed to the other spouse or 
to the children? If this were done, the income from 
a trust pavable during the life time of the spouse- 
grantor to the other spouse, or to unmarried children, 
could be alwavs taxed to the spouse who established 
the trust. Whether this can be done is immaterial 
for the purpose of this discussion, except to show 
the trend of future legislation. The emphasis which 
the Regulations place upon the possibility of revest- 
ing title in the grantor will ultimately have its effect 
in securing a proper consideration of the effect of 
the statutory rights of the husband and wife in the 
property owned by each. Common sense is grad- 
ually pushing family transfers and trusts into a cor- 
ner of fine points and nice distinctions which may 

(Continued on page 237) 





26 Section 166, Revenue Act of 1934. 

27 Article 166-1, Regulations 86. 

28 Children are also members of the family, and have certain family 
rights, obligations and responsibilities, not given to them nor imposed 
upon them except by reason of their membership in the family. Upon 
emancipation there is a_ sufficient change to warrant taxing the child 
separately upon income derived from his own services and upon income 
acquired by him from outside the family. 
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Diversion of Gasoline Tax Revenue 


By H. K. ALLEN * 


IVERSION of gasoline tax revenue to other 
than highway purposes is one of the most 
important fiscal problems with which Ameri- 

can legislators are now confronted. Recent extensive 
diversions have been precipitated by prevailing con- 
ditions. During the period of the business depres- 
sion government revenues have shrunk markedly; 
and public bodies have had to assume heavy addi- 
tional burdens in the form of relief 

for the unemployed. Legislators, 


funds to highways. Finally, it was a common prac- 
tice for the states to allow exemptions or make re- 
funds for gasoline purchased for other than use on 
the public highways. 

States which were exceptions to the early policy 
with respect to diversions were Florida, Georgia, and 
Texas. These states diverted substantial sums espe- 
cially for school purposes. Local units which are 
authorized to impose gasoline tax 
levies in such states as Alabatna, 





therefore, have resorted to the fruit- 
ful gasoline tax as a source of funds 
for meeting the urgent needs. While 
reliable information is not available 
regarding the amounts diverted by 
subordinate political units which are 
authorized to impose gasoline tax 
charges in several states, depend- 
able figures indicating the official 
diversions from state and Federal 
collections are accessible. Figures 
for such diversion are shown in 
Table I. The magnitude of the 
sums involved and the prospect of 
further diversions merit a careful 
analysis of the justification of the 
practice. 

3efore discussing recent tenden- 
cies toward diversion and consid- 
ering the arguments for and against 
the practice, the development of the 
gasoline tax as a special form of 
motor vehicle taxation should be 
given at least a cursory examina- 
tion. When Oregon adopted the first state gasoline 
tax levy in 1919 the principal sources of highway 
revenue were general property taxes and license 
fees. The gasoline tax was conceived as a means 
of raising additional income to meet the constant 
demand for further highway improvements. Other 
states rapidly followed the precedent established by 
Oregon, and by 1932 every state had a similar levy. 
At the outset the rates were low, but they have stead- 
ily increased until at present the average rate is ap- 
proximately 4 cents per gallon. This particular levy 
was selected because it was thought that individual 
gasoline tax payments represented, approximately, 
individual benefits received from the use of improved 
roads. 

That the benefit principle was recognized as the 
justification for state gasoline impositions is evi- 
denced by the nature of the original legislation in the 
various states. In the first place, the original laws 
provided, with a few exceptions, that the collections 
from gasoline taxes must be used exclusively for 
highway purposes. Secondly, it was customary for 
states which authorized allocations of gasoline tax 
funds to political subdivisions to limit the use of the 
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Florida, Louisiana, Mississippi, Mis- 
souri, New Mexico and Wyoming 
have made extensive diversions for 
general purposes, schools, public in- 
debtedness, fire departments, char- 
ity, municipal buildings, sewers and 
parks. 

More extensive diversion of state 
gasoline funds, as previously noted, 
is a phenomenon of the depression. 
Louisiana diverted $155,178 for the 
improvement of ports and harbors 
in 1930, and in 1931 this state dis- 
tributed $1,879,556 between the 
Dock Board and the public schools. 
In 1930 Maryland expended $75,000 
upon oyster propagation. Other 
states which joined the ranks of the 
diversionists, together with the 
amounts diverted by each during 
recent years, are shown in Table IT. 
Missouri took a determined stand 
against diversion by the adoption in 
1928 of a constitutional amendment 
which provided that gasoline tax receipts should be 
used exclusively for highway purposes. 





In 1932 and succeeding years heavy demands were 
made upon gasoline tax revenue for relief of the 
unemployed. In 1932 Pennsylvania attempted to 
divert from $4,000,000 to $12,000,000 for this pur- 
pose, but the measure failed and a general sales tax 
of one per cent was substituted. California and New 
Jersey made similar attempts with like results. New 
York imposed an additional one-cent tax on motor 
fuel in 1930, the proceeds to go for relief purposes. 
New York was rather an exception in this respect 
since most states did not increase rates for the pur- 
pose of diversion, but made their diversions from 
existing levies. 

3y 1933 the movement had gained considerable 
momentum. In states whose legislatures were in 
session that year, 269 bills were introduced. These 
bills proposed diversion for a variety of purposes, 
but a majority of them were for schools and unem- 
ployment relief. A majority of the measures, obvi- 
ously, failed of passage. A list of the states divert- 
ing gasoline tax funds and statements showing the 
ge ae of the diversions in 1933 are indicated in 

Table ITI. 
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Table I 
STATE AND FEDERAL GASOLINE TAX COLLECTIONS AND OFFICIAL DIVERSIONS * 

—~- eae ee : gee Nee eee eee ee ae | pe eerie ne ee = Total 
’ Per- ' er- 

State Amount Percentage Federal Amount centage Grand Total Grand Total centage 

Year Collections Diverted Diverte Collections Diverted Diverted  Coilections Diversions Diverted 
1926 $187,000,000 $9,000,000 4.3 $187 ,000,000 $9,000,000 4.3 
1927 258,000,000 10,000,000 4.2 258,000,000 10,000,000 4.2 
1928 304,000,000 18,000,000 6.1 304,000,000 18,000,000 6.1 
1929 431,000,000 24,000,000 5.6 431,000,000 24,000,000 5.6 
1930 493,000,000 27,000,000 5.5 493,000,000 27,000,000 5.5 
1931 536,000,000 19,000,000 3.6 : . 536,000,000 19,000,000 3.6 
1932 513,000,000 48,000,000 9.4 $63,000,000 all 100.0 576,000,000 111,000,000 19.3 
1933 518,000,000 56,000,000 10.8 181,000,000 all 100.0 699,000,000 237,000,000 33.9 








* Source: United States Department of Agriculture—Bureau of Public Roads. 








Some of the diversions listed in Table III are 
obviously border-line cases. For example, Maryland 
allocated funds for the improvement of approaches 
to ferries, and North Carolina diverted for police 
patrol and administration of motor vehicle laws. On 
the other hand, the figures represent only official 
diversions. Funds borrowed from gasoline tax rev- 
enue or gasoline funds allocated to subordinate units 
for highway purposes but actually used by the local 
bodies for other purposes are not included. 

















Table II 
GASOLINE TAX DIVERSIONS BY STATES * 
meine 1933 193219381 
ES ecules te ytheetae. “bdbweeeest! Leona: © SMeeoaniee 
Arizona A re a ee ee 
Arkansas 316,202 $50,000 
California 16,133 $31,967 37,455 
Colorado jeunes. §Srabiataven " diaiteceeery 
SOE ctcienteckiecsee wedavec<d  simenadeche- (tetductes® 
Delaware in hte gies 
District of Columbia a ae Eee 
Florida 2,058,102 2,072,683 3,000,520 
Georgia 2,095,223 1,989,101 2,218,216 
Idaho oe 9,142 10,645 
Illinois 3,765,096 Rivews  sanhedored 
Indiana Searels Wrawhineme wirerdcase’s 
Iowa Pope,  Waleabtateute _twdontiont 
Kansas 12,735 
Kentucky paid otras Ee ee sbiaabeaas ohs 
Louisiana 1,631,389 1,660,144 1,879,556 
Maine 5 aaabare tie Rete es Rathi 
Maryland 125,320 75,000 75,000 
Massachusetts 7,422,459 1,039,904 ei 
Michigan 26,862 29,283 40,293 
Minnesota 188,322 ie. ciesubeaemmaton 
Mississippi 134,645 215,103 225,220 
DE 3c cin cee hadcauckdaee natelequmeur a arenes ek 
Montana 89,271 
Nebraska " 
Nevada - eas Barrataniens 
New Hampshire bi saainc lg a SR ree raseisa 
New Jersey 5,287,412 3,090,000 90,000 
New Mexico ; aes 10,500 
New York 14,404,277 27,167,428 1,526,958 
North Carolina 342,599 229,018 595,472 
North Dakota » oan ' 692 
Ohio 4,988,873 ' . : 
Oklahoma 2,599,673 21,181 1,928,570 
Oregon 
Pennsylvania aie 
Rhode Island 336,115 
South Carolina , Tei 6 Of A 066 | CR oe 
South Dakota 1,404,569 
Tennessee - 1,729,153 P 
Texas 7,069,557 6,765,939 7,628,640 
Vermont 125,000 
Virginia ics 
Washington 869,057 
West Virginia pS a) a eee ae ae eee 
Wisconsin 500,000 1,727,166 
Wyoming seid ate se atotepzacd 
TOTALS $55,742,173 $47,941,483 $19,442,737 
* Source—United States Department of Agriculture—Bureau of Public 
Roads. 








The Federal gasoline tax levy, adopted as an 
emergency measure, became effective June 21, 1932. 
The rate provided by the original law was one cent 
per gallon, and the date of expiration was June 30, 


1933. 


Prior to the expiration of the original law, 


it was extended to June 30, 1935; and an additional 
¥Y% cent Federal gasoline tax became effective June 
16, 1933, remaining in effect until the end of the year 
when it automatically expired with the repeal of the 
Eighteenth Amendment. The total collections from 
the Federal tax are shown in Table I. 


PURPOSES OF STATE GASOLINE TAX DIVERSIONS 


Table ITI 








State 








Amount 
Arizona $147,553 
Arkansas 316,202 
California 16,133 
Florida ... 2,058,102 
Georgia 2,095,223 
Illinois 3,765,096 
Kansas 12,735 
Louisiana 1,631,389 
Maryland 125,320 
Massachusetts 7,422,459 
Michigan 26,862 
Minnesota 188,322 
Mississippi 134,465 
New Jersey 5,287,412 
New York 14,404,277 
North Carolina 342,599 


Ohio 


Oklahoma 


Rhode Island 
South Dakota . 
Texas ; 
Washington 


Wisconsin 


TOTAL 





4,988,873 


2,599,673 


336,115 
1,404,569 
7,069,557 

869,057 


500,000 
$55,742,173 





1933 * 








Purpose 
Relief fund, one-tenth of net motor 
fuel tax after June 30, 1933. 


Transfer to state charity fund. 


Includes $14,297 for payment of 
claim and $1,836 for employees’ 
retirement fund. 


To State general revenue fund. 


To. an equalization fund for public 
schools. 


Relief fund payments made from 
funds formerly apportioned to lo 
cal roads. 


To general funds (State, $1,607, and 
counties, $11,128). 


$815,694 for public schools, $815,695 
for ports of New Orleans and 
Lake Charles Harbor of 
Commissioners. 


$75,000 to Conservation Depart- 
ment; $48,000 for approaches to 
ferries, and $2,320 for protest fees. 


Unemployment relief fund, and 
other non-highway purposes. 


$22,677 for aeronautic fund 
$4,185 to State general fund. 


Includes $172,909 cost of gasoline 
inspection and $15,413 to State 
general fund. 

$121,342 for sea-wall, $11,600 for 
police patrol to enforce motor 
vehicle law, and $1,703 uncollected 
checks on closed banks. 

$5,152,412 to State treasury and 
$135,000 to Department of Com- 
merce and Navigation. 

State emergency relief fund 
1 cent extra tax. 

For police patrol and administration 
of motor vehicle laws. 

Consists of $2,000,000 for state 
emergency poor relief fund and 
$2,988,873 for public school fund. 

Consists of $2,262,625 for redemp- 
tion of state warrants, $237,127 
reserve for taxes paid under pro- 
test, $99,921 to state general 
revenue. 

To unemployment relief. 

For payments on rural credit bonds. 

For free school fund. es 

Payments on state emergency relie! 
bonds. 

To state general revenue fund. 





3oards 


and 


from 


* Source: United States Department of Agriculture—Bureau of Public 


Roads. 
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Adopted as an emergency measure, the revenue 
from the Federal gasoline tax has naturally been 
used entirely for other than highway purposes. This 
may properly be designated as diversion notwith- 
standing the Federal Government has for many years 
extended aid to states for the construction of high- 
ways. The funds collected from the Federal levy 
are used for general purposes, not being restricted 
to highway use. Moreover, there is no connection 
between the Federal gasoline tax and Federal aid for 
highway construction. 


With the foregoing facts respecting diversion as 
a background, a critical analysis of the justification 
of the practice may now be attempted. The accept- 
ance or rejection of the principle of diversion hinges 
upon the benefit principle of taxation as against that 
of ability to pay. If the sole justification of the 
gasoline tax is the benefit which those who pay the 
tax receive from the use of highways, then diversion 
is indefensible: Conversely, in the event that the 
benefit principle cannot be accepted as an exclusive 
basis for taxation, then diversion may not be wholly 
unjustifiable. 


Reference has been made to the extent to which 
the original state levies were based on the benefit 
principle. And, although gasoline taxes can be justi- 
fied to a large extent upon the basis of benefit, they 
cannot, for several reasons, be supported exclusively 
on that ground. In the first place, the latest avail- 
able information indicates that motor vehicle own- 
ers have not been bearing the full burden of highway 
expenditures. In 1930 special motor vehicle taxes, 
including gasoline taxes, contributed approximately 
63.5 per cent of rural highway income. The sum 
of 37.5 per cent which remained was derived from 
general property taxes and other sources. Thus, if 
no funds whatever had been diverted in 1930, the 
revenue from gasoline and other motor vehicle taxes 
would have been insufficient to cover the outlays for 
highway purposes. Gasoline tax revenue alone 
lacked a great deal of providing for highway costs. 

Notwithstanding the fact that gasoline and all 
other special motor vehicle taxes provided less than 
two-thirds of total highway revenue, it has been 
contended that motorists are paying amounts in ex- 
cess of the benefits which they receive from the use 
of improved roads. While it is obviously difficult 
to measure such an intangible thing as highway serv- 
ice, this contention, except perhaps in a few states, 
does not carry much weight. 


The benefit principle also proves inadequate when 
applied to the situation in cities. A large percentage 
of the streets in American cities are constructed by 
means of special assessments on the property own- 
ers. Motor vehicle owners as such are therefore 
not paying for the benefits which they derive from 
the use of city streets. On the other hand, alloca- 
tions made to cities for gasoline used on city streets, 
if made at all, are only crudely related to the amount 
of taxes paid. 

Another situation arises with regard to taxes paid 
by farmers for gasoline used on rural roads which 
are not maintained out of gasoline tax revenue. In 
1930, 41.6 per cent of the farms were located on un- 
improved dirt roads. And yet there were more than 
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five million motor vehicles on the farms; 26.6 per 
cent of all trucks were located on farms. Obviously, 
farmers pay substantial sums in gasoline taxes for 
gasoline used on roads maintained from other 
sources. On the other hand, farmers receive consid- 
erable benefit from the use of horse-drawn vehicles 
on hard-surfaced highways for which they obviously 
make no gasoline tax payments. Still other exam- 
ples might be given, but the foregoing probably suf- 
fice to indicate the inadequacy of the benefit principle 
as the exclusive justification for gasoline taxes. 


Another basis has been suggested for the justifi- 
cation of gasoline taxes, namely, ability to pay. This 
suggestion has been made on the grounds that own- 
ership of a motor vehicle connotes ability, and that 
the degree of ability is indicated by the size of the 
vehicle. It follows, then, the proponents of this 
theory maintain, since gasoline consumption increases 
with the size of the motor vehicle that gasoline tax 
payments are in accordance with ability to pay. An- 
other aspect of this basis is that gasoline tax levies 
actually represent a small percentage of the total 
costs of operating motor vehicles. Thus, it is argued 
that those who can afford to pay the cost of operating 
motor vehicles can afford to pay the small part of the 
cost which is represented by the tax. 


All of the arguments advanced in support of the 
ability principle are not without some foundation. A 
critical examination, however, reveals certain weak- 
nesses. The ownership of a motor vehicle does sug- 
gest ability, but the size of the vehicle is imperfectly 
related to the resources of the owners. Some indi- 
viduals who have little ability to pay taxes own large 
cars, and others.who have considerable ability own 
small cars. Even if it is granted that there is a close 
relationship between the ability of the owners and 
the size of their cars, gasoline consumption does not 
increase in proportion to the size of the motor vehicle. 
As a matter of fact, gasoline consumption actually 
increases at a degressive rate as the size of the motor 
vehicle increases. 


The suggestion that gasoline tax payments rep- 
resent only a small fraction of the cost of operating 
a motor vehicle is in most states at least valid. And 
this fact does indicate ability. But this argument for 
the ability principle as the justification of gasoline 
taxes, as well as those previously considered, is de- 
fective since uniform gasoline tax levies are inac- 
curately equated to the different degrees of ability. 
Flat-rate taxes do not fall with equal burden upon 
those who pay them. 

Moreover, gasoline tax payments are only one 
form, albeit an important one, of special motor ve- 
hicle taxation. Motor vehicle owners pay other spe- 
cial motor vehicle taxes, and they are also subject 
to many other forms of taxation. Any ability which 
they possess may have been pretty well, if not en- 
tirely exhausted by these other levies. Thus, the 
ability to pay principle has serious weaknesses when 
applied to gasoline taxes, but it does have neverthe- 
less a minor place in the justification of such levies. 

In addition to the benefit and ability principles, 
one more basis remains for the justification of this 
form of taxation—that of public expediency. That 

(Continued on page 240) 








































































































































































































































































































































HE National Syncrotax Tax Association of 

Los Angeles is sponsoring a new single tax 

called the “Syncrotax,” which is a gross re- 
ceipts tax to replace all present taxes. “You pay taxes 
only when you receive money or value,” they say, 
and “No income—no taxes,” is their slogan. They 
propose “to adopt a tax structure for all costs of gov- 
ernment calculated upon capacity to pay, instead 
of the levy of taxes upon alleged values collectible 
without regard to income, as is now the case.” Now, 
they say, ‘“Syncrotax proposes a synchronization of 
all forms of taxation, including city, 
county, state and school, and ulti- 
mately Federal taxation.” They 
hope to obtain 5,000,000 signatures 
requesting a Federal Constitutional 
Amendment providing that all city, 
county, state, school and Federal 
taxes shall be replaced by one form 
of taxation, namely, the Syncrotax, 
or the gross sales tax, or the gross 
receipts tax, or the gross income 
tax, which shall be uniform per- 
centages of tax against the gross 
income of every individual and 
every firm in the nation to be paid 
by the receiver of such income, in 
lieu of all other taxes of every kind 
and nature. The percentage of such 
tax should not exceed 3 per cent 
of all gross receipts. 

With reference to California the 
“Syncrotax” promoters propose: 

(a) Farming, agriculture and other 
products of the soil to pay 2 per 
cent of the gross receipts; (b) 
Owners of business and industrial 
property shall pay 10 per cent of the rentals actually 
received ; (c) Owners of residences, apartment houses, 
hotels, farms, mineral, timber and oil lands, and all 
other real properties which they rent to others, shall 
pay 5 per cent of the rental; (d) All other receipts 
(except sale and transfer of securities, re-payment of 
loans, etc.) shall pay a tax of about 1 per cent of 
the gross receipts of wholesale manufacturing and 
retail sales, salaries, wages, real estate transfers, 
dividends, gifts, profits, fees, professional services, 
interest, trust fees, annuities, exchanges, etc. Pub- 
lic utilities are supposed to pay a heavy share. Exist- 
ing licenses, etc., will be retained. 

“The man without a job,” announce the promoters 
of this scheme, “and without income,” “the man 
whose buildings are vacant,” pays no taxes until his 
income returns. “This will create the greatest home- 
buying wave this state (California) has ever seen, 
and give to all our institutions a permanency never 
before equalled in the history of the Nation.” 


The Syncrotax Plan prescribes that you pay only 
when you receive money or values. “No income— 


* An address by 





Professor Paul Haensel, Northwestern University, 
Evanston, Ill., at Los Angeles Chamber of Commerce, on February 
4, 1935, in connection with the Southern California Tax Conference, 
sponsored by the Citizens Committee for City and County Unification. 
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no tax,” they say. Well, that is a very fine thing. 
I have studied for many years problems of taxation, 
and I find it is a beautiful thing that somebody 
should be taxed only when there is an income. But 
I would like to ask you what is then the difference 
between an income which is taxed in the general 
income tax, and the income you are going to tax? 
Of course, sometimes people are not assessed as 
they should be, or make some evasion. An income 
tax is assessed and paid only once a year, but the 
Syncrotax would be paid about 1,000 or 2,000 times 
a year under the presumption that 
there is some income. 

I would like also to emphasize 
another side of the whole problem, 
with reference to the claim that cost 
of collection will be low. Well, of 
course, because it is from the gross 
receipts, it may be apparently so, 
but people overlook usually that it 
is cheap to collect for the govern- 
ment (if the supervision will be 
rather superficial) but very ex- 
pensive for the taxpayer. The tax- 
payer must have bookkeeping ; he is 
responsible ; he will be punished for 
chiseling, even if sometimes he is 
perhaps not such a terrible offender. 
As soon as your Syncrotax is 
drafted as a legislature bill, you will 
see that there are many difficulties 
of defining the strict obligations of 
the taxpayer, and there will be most 
evident iniquities when you tax 
many kinds of gross incomes with 
your uniform rate, like dividends 
and wages. 

Those who will be able to evade it will enrich 
themselves considerably. They will become a small 
treasury of their own. Sometimes it is very interest- 
ing to become the ministry of finance of one’s own 
and to be the happy secretary of the treasury at the 
cost of all other taxpayers. 


When the Syncrotax people try to convince us 
that there would be a great advantage of collecting 
a Syncrotax, in comparison with other taxes, they 
always compare it with a tax that is called the 
general property tax. This tax has never been suc- 
cessful in modern times. It is medieval. It is an 
impossibility to tax successfully personal property 
within a property tax, and personal property 
should not be taxed by this means. As far as real 
estate is concerned, the general property tax simply 
ruins all kinds of real estate. I prefer the Syncrotax 
to the general property tax, because any tax that can 
be invented in heaven or in hell for human punish- 
ment is better than the general property tax. There- 








1 Published in chart form by The Tax Research Foundation in the 
“Tax Systems of the World”, 1934, and included in a series of articles, 
‘American Federal, State and Local Tax Problems in the Light of the 
Recovery Program” in THe Tax Macazine, October, November and 
December, 1934 (there appeared a separate reprint also). 
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fore, Syncrotax is better, but there is something even 
better than the Syncrotax. 


For those who have cherished the idea that they 
have invented something new, I will show later that 
itis a very old story. They say it will reduce the tax 
on homes. If you will adopt my Model Plan,’ it will 
work even better than the Syncrotax has possibilities 
of doing. My plan bases the tax simply on an 
income from homes. 


It is said also that this Syncrotax should not 
exceed 3 per cent on all gross incomes; of course, it 
is meant “receipts.” But you know that many of 
these receipts are really losses. You sometimes sell 
at a loss. If you make a profit on some kinds of 
your receipts, it is also taxed 3 per cent and taxed 
uniformly be it a big profit or a small one. If you 
think that the sales tax is always paid by the con- 
sumer because he pays the 2 per cent, the 2 per cent 
means sometimes that there is much less consumed. 
The tax affects the amount of consumption and 
especially that of the small consumer. 


I would like also to state there is the same rate, 
namely, 3 per cent on gasoline and on inheritances. 
It may be that 3 per cent on inheritance is sometimes 
very much or very little. At the same time the 3 
per cent on gasoline may have the effect that the 
refinery is making profit or having a loss, and on ac- 
count of the 3 per cent on gasoline the consumer 
may reduce the consumption. On the other hand, 
a 3 per cent tax on gasoline may be very small. 
In their latest version, the Syncrotax promoters 
simply restore the inheritance tax as it is collected 
at the present time. And so it will be with many 
other of their proposals! 


At the same time it is possible that all your proposals 
with the Syncrotax may be spoiled entirely, because 
the Federal Government may interfere with its own 
system of taxation, applying the same Syncrotax, or 
retain its own system and the whole tax system will 
work to the disadvantage of everyone. 


There is an exemption for the transfer of secur- 
ities, but many European nations apply a tax on 
the transfer of securities and on the transactions at 
the exchanges, which yields considerable revenue. 
There is a provision that repayment of bona fide 
loans will be exempt. I do not know what a bona 
fide loan in this case means, because this will give 
the possibility of a great many evasions, including a 
loan from the mother-in-law instead of a taxable gift. 


My impression is that in this country a proper 
method of collecting the sales tax is not knownc-or, 
at least, not applied. It is terrible what is going on 
here. The technique of collecting the sales tax in 
the proper way is extremely complicated (I have 
had considerable practical experience in this field) 
and the methods of controlling it in American states 
are absolutely inadequate from my personal observa- 
tions. It needs a very well trained staff of experi- 























B enced tax inspectors or the tax will be a lottery and 





a gamble for many. And how much more com- 
plicated will be the supervision of a universal Syn- 






= crotax? 







There are certain figures that have been submitted 
to me as to the possible yield of the Syncrotax. Iam 
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very doubtful that your computation is correct. Of 
course, it is difficult to make calculations of this 
kind. But supposing that there will be no evasion, 
I would take the possible turnover which will be 
effected by the Syncrotax to be about 2%4 times, or 
maximum 3 times the actual income received by the 
population in the state. 


Unfortunately, we have no sufficiently recent 
statistics for the individual states, but for the cur- 
rent year I roughly estimate that the turnover which 
is the basis for the Syncrotax, must amount in Cali- 
fornia to between 7 and 10 billion dollars. By col- 
lecting a 1 per cent tax, you can raise about 70 
million dollars or with great difficulty a maximum of 
100 million dollars a year, provided there will be no 
evasion or chiseling. 


Every tax must be based on actual income and 
specifically on money income (all taxes have to be 
paid in money), and not on receipts which the Syn- 
crotax admirers consider to be equivalent to income. 
The actual income of the population is naturally 
much smaller than the total turnover they are 
taxing. 

In spite of all this criticism I consider that the 
Syncrotax promoters have launched a very important 
and probably useful slogan. The Syncrotax slogan 
was the best slogan for fighting the general prop- 
erty tax, and people live and act according to slogans. 
If the general property tax had received a slogan 
as “The worst thing in this world” then of course the 
Syncrotax slogan and plan would not be necessary. 

I consider that there are some sound ideas con- 
nected with this movement. People who are in- 
venting things which revolutionize old beliefs usually 
are right in some degree. Unfortunately, the Syn- 
crotax people overlook that the national income is 
never uniformly distributed and cannot be taxed in 
a uniform way. There are many practical and 
theoretical considerations which compel us to apply 
a multiplicity of taxes, or as a famous scholar in 
public finance, Schaeffle, has put it: “Only through 
multiplicity and variety of taxes we are able to grip 
properly on the national taxable capacity.” 


Then, what is sound in the Syncrotax movement? 
I consider sound the proposal to tax home owner- 
ship by means of a tax on rentals, which actually 
represent a part of the national income. There 
is a possibility of taxing the tenants, the lessees, 
the occupiers of homes, who actually enjoy the bene- 
fits of local expenditure. This is quite a good tax 
for local administration. You will see this tax recom- 
mended in my Model Plan. At the time of its con- 
ception I did not know that the Syncrotax people 
accept it also at the rate of 5 per cent. In my 
proposal the limit is 10 per cent, with possible ex- 
emption of the poor habitations. 


I do not quite agree, however, that there should 
also be a tax on rentals of business and industrial 
property, and as high as 10 per cent. I do not see 
why. You have already a sales tax, a tax on business 
in general, an income tax that taxes business in the 
Federal system, corporation taxes and many other 
taxes on business. It is true that you propose to re- 
place all your taxation by the Syncrotax but you 


































208 


forget that you are taxing already all receipts in 
trade and industry; then why tax the rentals of 
trade and industry in addition to it? Trade and in- 
dustry must shift this rentals tax on the same con- 
sumer, or else there is no justification for the tax 
on rentals of business and industrial property. I 
do not understand on what grounds you add 10 per 
cent tax on rentals of business and industrial enter- 
prises. It is illogical !? 

If the tax is on homes, it is just because home 
owners enjoy the benefits of city expenditure more 
than other classes of the population. In Italy, France 
and Germany, they have this idea of taxing rentals. 
But in your project you add indirectly an additional 
tax on the consumer of goods supplied by trade and 
industry. 


I am not going to consider much the expression 
“Syncrotax” itself. There is evidently a mistake in 
spelling—there is an “h” missing. From my educa- 
tion in Latin and Greek, I would interpret “Syncro- 
tax,” spelled properly as “Synchrotax,’ to actually 
mean something that is synchronizing, as making clocks 
similarly timed, or something that happens at the 
same time; for instance, liberation of the serfs in 
Russia and America. But these philological ex- 
cursions are not important. The slogan is important, 
although I would prefer to call a tax of the Syncro- 
tax type by the name it has always been called in 
public finance. In public finance a tax of this type 
was known long ago. This kind of taxation is known 
in Germany under the name of Verkehrssteuern or 
circulation taxes. The famous German scholar, 
Lorenz von Stein, who was the first to disclose the 
peculiar nature of Verkehrssteuern, held them in the 
first edition of his Finanzwissenschaft (1860) as in- 
direct income taxes,—just as the Syncrotax theorists, 
—hbut later he had to admit that there is no justifica- 
tion at all for such kind of taxation. Adolph Wagner, 
another most eminent German authority, tried to 
justify this kind of taxation as an addition to un- 
avoidable insufficiency and inadequacy of collecting 
regular taxes, and pointed out that the economic 
circulation which is taxed has some taxing capacity 
of itsown. Von Heckel and particularly von Wieser 
stressed the fact that the tax on circulation is usually 
taken when there is some cash money realized,—a 
factor which we begin to consider with greater in- 
terest in the theory of public finance. Nevertheless, 
almost all specialists reject the idea of circulation 
tax on various grounds, although for practical rea- 
sons they recognize the possibilities of raising con- 
siderable revenue without great economic harm. At 
any rate, all agree that this kind of taxation should 
not degenerate into taxation of consumption (i. e., 
purely “indirect taxation”),—a sin which is so 
characteristic of the Syncrotax. There has been a 
serious abuse in European practice in charging a 
heavy circulation tax on banking and exchange trans- 
actions, but as a system of various coordinated 
moderate stamp duties it has shown its practicability 
and fiscal advantages. This is exactly what I recom- 
mend in my Model Plan and I hope that the Syncro- 


2 Compare, however, Seligman, E. R. A., Studies in Public Finance, 
1925, p. 258 £. 
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tax promoters will divert their attention in this 
direction. 

All such small taxes on circulation mean some 
kind of a trap for the taxing capacity which is not 
sufficiently entangled in the existing tax system, 
as Adolph Wagner advised us. As slogan it means: 
“Use small tax traps everywhere.” Nevertheless, as 
a rule a one per cent rate would be too much for 
my understanding. Take something much more 
moderate, for instance, 1/10 per cent of tax on bills. 
As soon as you send a bill at the end of the month, 
then you must affix a stamp paying the tax in ad- 
vance. It will be 10 cents or something like that 
for each $100, but still it can yield reasonable revenue 
and will hardly be evaded, because the law may 
prescribe that the receipt will not be valid unless a 
stamp is affixed. All kinds of receipts (and checks 
as their substitutes) may be taxed by an appropriate 
stamp tax. Likewise, may be taxed the lease con- 
tracts. You have a lease for $1,000 per year. 
possible to tax this $1, or $2, or $3. It is a contract 
tax that will ordinarily yield you some revenue. It 
is not very much, but we have to find out something 
rather endurable. 

You cannot tax directly small incomes, and you 
have to use a series of indirect taxes and some 
tax traps in form of a varied system of stamp taxes. 
In general, I consider the Syncrotax idea was a 
proper idea of launching slogans against the gen- 
eral property tax. Ultimately, it will develop the 
idea of having small traps in form of small taxes 
and a tax on rentals, but it would be a foolish thing 
to collect by means of a rather doubtful single “Syn- 
crotax” 460 million dollars a year which you expect 
from your scheme in California alone. Do not forget 
that the total income of each Californian is only $400 
or $500 a year, and there are about 6 million people. 
It means from 2% billion of total income of the 
Californian population, you plan to collect 460 mil- 
lion in addition to the heavy Federal taxation. It 
should be forbidden even to talk about such pos- 
sibilities! Of course, by means of high indirect 
taxation pure and simple, you can raise large sums, 
but politically such a course may be questioned un- 
less you apply the proceeds for broad social measures 
in the interest of the masses. 

My Model Plan says that it is absurd to expect 
the states to collect rationally in taxation the same 
amount as they did before. It is the duty of the 
Federal Government to give grants to the states on 
the average of about $21 per head of population, 
which means that California should receive 125 mil- 
lion dollars a year as the national government’s 
subsidy for general state purposes. There is no other 
solution. 

Then you would not need such a terrific Syncro- 
tax. By means of more rational reforms you can 
create a much better system of state and local taxa- 
tion. I have tried to outline in a most definite way 
the existing possibilities. I shall be happy to learn 
if you have found better solutions, but I doubt that 
the Syncrotax is the best solution possible. 
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Jurisdiction of Federal Courts and 


Procedure in Such Tribunals 
Procedure—Part II 


1. Procedure in Supreme Court in Cases in Which 
It Has Original Jurisdiction 


HE procedure in cases in which the Supreme 
"T col has original jurisdiction is regulated by 

the Rules of the Court and by special orders 
made in each case.t. The Constitution prescribes no 
particular mode of proceeding nor is there any act 
of Congress upon the subject.” 


! although Congress has undoubtedly the right 
to prescribe the process and mode of proceeding in such 
cases, yet the omission to legislate on the subject 
could not deprive the court of the jurisdiction conferred; 

and in the absence of any legislation by Congress, 
the Court itself was authorized to prescribe its mode and 
form of proceeding so as to accomplish the ends for which 
the jurisdiction was given. 


There was no difficulty in exercising this power where 
individuals were parties; for the established forms and 
usages in courts of common law and equity would naturally 
be adopted. But those precedents could not govern a case 
where a sovereign state was a party defendant. Nor could 
the proceedings of the English chancery court . be 
adopted as a guide where sovereign states were litigating 
a question of boundary in a court of the United States. 
They furnished analogies, but nothing more. And it be- 
came therefore, the duty of the Court to mould its pro- 
ceedings for itself, in a manner that would best attain the 
ends of justice, and enable it to exercise conveniently the 
power conferred 


It is upon this principle that the Court appears to have 
acted in forming its proceedings where a state was a party 
defendant. The subject came before them in Grayson v. 
Virginia, 3 Dallas 320. And the Court there said that they 
adopted as a general rule, the custom and usage of courts 
of admiralty and equity, with a discretionary authority, 
however, to deviate from that rule where its application 
would be injurious or impracticable. And they at the same 
time passed an order directing process against a state to 
be served on the governor or chief magistrate, and the 
attorney general of the state. This was in 1796 
in subsequent cases the chancery practice, and not the 
admiralty, is regarded as furnishing the best analogy. But 
the power and propriety of deviating from the ordinary 
chancery practice, when the purposes of justice require it, 
have been constantly recognized . 


2. Procedure in Actions at Law in District Courts 
(a) Citation and Service 


HE Conformity Act provides that the practice, 
pleadings, and forms and modes of proceeding 
in civil causes are to conform as near as may be to 
the practice and pleading in the state courts in sim- 
ilar actions. The purpose of this section is to se- 
cure a harmony between the state and national courts 





* Attorney at Law, Houston, Texas. 

1 Rule 5 of the Supreme Court reads: “This court considers the former 
practice of the courts of king’s bench and of chancery, in England, as 
affording outlines for the practice of this court in matters not covered 
by its rules or decisions, or the laws of Congress.” 

2 The trial of issues of fact in the Supreme Court in all actions J _ 
against citizens of the United States shall be by jury, 28 USCA 

* Florida v. Georgia, 58 U. S. (17 Howard) 478, 492 (1854). 

428 USCA 724. A proceeding in ot is regarded as an equity 

case. In re Cunningham, 40 F. (2d) 270 (D. C. Oregon 1930). 


By JoHN W. BEVERIDGE * 






in respect to the general structure and framework of 
pleading and practice in civil cases, but it does not 
require an adherence to the state rules in all their 
minor details.’ The practice of the state in regard 
to the form and contents of the summons or cita- 
tion,® and the mode and time of service will be fol- 
lowed." If the summons in state practice is addressed 
to the sheriff of the county, the summons in the Fed- 
eral court should be addressed to the marshal of the 
district and served by him.® 


The mode of service prescribed by state laws for 
obtaining jurisdiction over foreign corporations will 
obtain recognition in the Federal courts subject to 
the fundamental principle that no one will be com- 
pelled to answer a complaint in a foreign jurisdiction 
except upon fair and reasonable notice of the pro- 
ceedings, and the Federal courts will judge for 
themselves whether the mode of service satisfies 
these requirements.® 


Substituted service, by publication, against non- 
resident or absent parties, allowed in some states in 
purely personal actions, is not permitted in the Fed- 
eral courts. Such service can only be resorted to 
where some claim or lien upon real or personal prop- 
erty is sought to be enforced, and the decision of the 
court will then only affect property of the party 
within the district.1° A state statute providing for 
service by publication on nonresidents in a suit re- 
lating to property within the state will be upheld in 
the Federal court if it provides for reasonable no- 
tice. If the suit is commenced in the Federal court, 
the mode provided by the act of Congress for acquir- 
ing jurisdiction over an absent defendant by publica- 
tion is exclusive of any other mode, and to render 
such service effectual the requirements of the statute 
must be strictly pursued.12 Where service by publi- 
cation is used in a case instituted in the state court 
wherein the validity of such service is upheld, the 
defendant is entitled to attack the validity of the 
service after removal to the Federal court.'* 


“ee uv. Liverpool Insurance Co., 141 Fed. 54 (C. C. A. 8th, 
1 

6 Gillum v. Stewart, 112 Fed. 30 (D. C. N. D. of Tex., 1901). 

7 Amy v. Watertown, 130 U. S. 301 (1889). 

8 Where the summons is addressed to the defendant as is permitted in 
New York State it need not be served by a United States marshal, 
but may be served hd any disinterested party. United States v. Mitchell, 
223 Fed. 805 (D N. Y. 1915). 

® McCord boseber Co. v. Doyle, 97 Fed. 22 (C. C. Re 8th, i. cer- 
tiorari denied 176 U. S. 682. ‘Herriage v T. & P. Ry. Co., 11 F. (2d) 
67? te «.. be. 1932). See Scott’s Fundamentals” of Procedure in 
Actions at Law. “Jurisdiction Over Non-residents.” 

10 Insurance Co. v. Bang. s 103 U. S. 435, ane (1880). 

11 Blauner v. Hirsch, a7 F (2d) 114 (C. 6th Ohio, a, 

12 Bracken v. Union Pacific Ry. Co., 56 Kea 447, 449 (C. A. 8th, 
1893). In this case there was a total failure to comply with a require- 
ments of the act of Congress. There was no order of the court directing 
the defendant to appear by a designated day; there was nothing to show 
that such an order if made, could not have been personally served on 
the defendant and the person in possession of the property; and no such 
order was published for six consecutive weeks as required by the act. 
28 USCA 118. 

18 Goldey v. Morning News, 156 U. S. 518 (1895). 


























































































































































































































































































































































































































































































































































(b) Pleadings and Amendments 


HE sufficiency and scope of pleadings are mat- 

ters in which the Federal courts are governed 
by the practice of the courts of the state in which 
they are held.** The state practice is followed in re- 
gard to joinder of parties plaintiff and defendant, 
right of a married woman to sue and liability to be 
sued, order of pleadings and joinder of causes of ac- 
tion.** State laws as to the verification of pleadings 
are applicable to similar pleadings in actions at law 
in the Federal courts.” 

Legal and equitable causes of action cannot be 
joined ;1* and when a case which contains legal and 
equitable causes of action is removed from a state 
court to the Federal courts the pleadings should be 
redrawn and the causes of action stated as separate 
cases, and proceed, one on the law docket, the other 
on the equity docket.’® 

The plaintiff in his petition or complaint should 
always allege the facts which are relied upon to give 
the court jurisdiction. In those cases in which the 
United States has consented to be sued the petition 
should show that the terms of the consent have been 
fully complied with.” In all actions at law equitable 
defenses may be interposed by answer, plea, or re- 
plication without the necessity of filing a bill on the 
equity side of the court. The defendant has the 
same rights in such cases as if he had filed a bill 
embodying the defense or seeking the relief prayed 
for in his answer or plea. Equitable relief respecting 
the subject matter of the suit may thus be obtained 
by answer or plea. If affirmative relief is prayed for 
in the answer, the plaintiff must file a replication. 

No summons, writ, declaration, return, process, 
judgment or other proceedings in civil causes is 
abated, arrested, quashed or reversed for any defect 
or want of form. The court disregards all formal 
defects except those to which a special demurrer has 
been entered ; and the court may at any time permit 
either party to amend any defect in the process or 
pleadings upon such conditions as it, in its discretion 
and by its rules, prescribes.2* If an action at law 
should have been brought as a suit in equity, or vice 
versa, the court orders any amendments to the plead- 
ings which may be necessary to conform them to 
the proper practice; and any party has the right at 
any stage of the cause to amend his pleadings so as 
to obviate the objection that his suit was not brought 
on the right side of the court. The cause then pro- 
ceeds on the amended pleadings.?? Where jurisdic- 
tion depends upon diverse citizenship, and it is 
defectively alleged, either party may amend at any 
stage of the proceedings and in the appellate court 
so as to show on the record the diverse citizenship.”* 





15 Glenn v. Summer, 132 U. S. 152 (1889). 
16 Compania Minera etc. v. American Metal Co., 262 Fed. 183 (D. C. 
Texas 1920). 
17 St. Louis Railway Co. v. Knight, 122 U. S. 79 (1887). 
18 Bennett v. Butterworth, 11 Howard 669 (1850). 
9 Hatcher v. Hendrie Mfg. Co., 133 Fed. 267 (C. C. A. 10th, 1904). 
_ ® A general demurrer raises the question of the statute of limitations 
in Bd oy insurance cone the ed bringing of the suit is a 
jurisdictional requirement. iller v, United States, 57 F, (2d 9 
. C. E. D. of N. Y. 1932). ? a 
2128 USCA 777. 
2228 USCA 397. 
3328 USCA 399, 
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(c) Incidents of Trial 


HE trial of issues of fact in the district courts 

is by jury except in cases of admiralty and mari- 
time jurisdiction and in equity and except as other- 
wise provided in proceedings in bankruptcy. 

Either party may notice the case for trial.** The 
mode of proof is by oral testimony and examination 
of witnesses in open court. The competency of a 
witness to testify in a civil action is determined by 
the laws of the state in which the court is held.”° If 
a witness resides out of the district in which the trial 
is held, and at a greater distance than one hundred 
miles from the place of trial, an application must be 
presented to the court showing reasons why the at- 
tendance of the witness at the trial is necessary and 
an order must be secured from the court directing 
the clerk to issue the subpoena.”® 

Jurors in Federal courts are to conform to the 
same qualifications and are entitled to the same ex- 
emptions as jurors of the highest court of the state.” 
No person may serve as a petit juror in any district 
court more than one term in a year.** In all civil 
cases each party is entitled to three peremptory chal- 
lenges; and where there are scveral defendants or 
several plaintiffs, the parties on each side are deemed 
a single party.” 

A Texas statute making an appearance to raise 
the question of the sufficiency of service and to at- 
tack the jurisdiction of the court a general appear- 
ance is valid.*° But the statute does not apply to 
actions brought in the Federal courts in Texas.” 
Nor is the Texas statute giving a party a right to one 
continuance without showing a legal ground there- 
for the rule in the Federal courts.** 

Upon motion and due notice the court may order 
a party to produce books or writing in his possession 
or power which contain pertinent evidence under cir- 
cumstances where they might be compelled to pro- 
duce them by the ordinary rules of proceeding in 
chancery. If the plaintiff fails to comply with the 
order, the court may enter a non-suit, and if the de- 
fendant fails to comply, the court may give judg- 
ment against him by default. This section, 28 USCA 
636, does away with the necessity of going into a 
court of equity with a bill of discovery in aid of an 
action at law.** It is effective to bring books and 
documents to the trial and cannot be used to compel 
a party to disclose to his adversary writings in ad- 
vance of the trial.*4 

The Federal statutes provide methods for the tak- 
ing of depositions, and they include the method pro- 
vided for by state statutes, but depositions can be 





2428 USCA 769. 

% 28 USCA 631. 

2% 28 USCA 654. 

2728 USCA 411. The qualifications in Texas for service on grand 
and petit juries are: residence in the division; native born or naturalized 
citizen of the United States; house-holder in the county of residence or 
freeholder in the state; qualified to vote for members of Congress: 
ability to read and write the English language; have not been convicted 
of a felony and are not under indictment for theft; have not served on 
a grand or petit jury in the United States court within twelve months. 

%28 USCA 423 


2928 USCA 424. 

% York v. Texas, 137 U. S. 15 (1890). 

31 Southern Pacific v. Denton, 146 U. S. 202 (1892). 

2T. & P. Ry. Co. v. Nelson, 50 Fed. 814 (C. C. A. 5th, 1892). 
% Carpenter v. Winn, 221 U. S. 533 (1911). 


*% See also Third National Bank & Trust v. United States, 53 F. (2d) 
599 (C. C. A. 6th, 1931). 


<a ane LAL EN I 





us 


ee ae ae =e ae ee eC 





urts 
1ari- 
her- 


The 
ition 
of a 
d by 
* 
trial 
dred 
st be 
e at- 
and 
ting 


. the 
e eXx- 
ate.*’ 
strict 
civil 
chal- 
ts or 
»med 


raise 
O at- 
pear- 
ly to 
<as.3! 
> one 
here- 


order 
ssion 
T cir- 

pro- 
ig in 
h the 
ie de- 
judg- 
ISCA 
nto a 
of an 
s and 
ym pel 
n ad- 


e tak- 
1 pro- 
an be 


1 grand 
uralized 
lence or 
Ness; 
snvicted 
rved on 
onths. 


F. (2d) 








April, 1935 


used only in circumstances in which they are author- 
ized by the Federal statutes.*® 

The plaintiff is allowed in the Federal courts the 
same remedies by attachment, garnishment, seques- 
tration or other process that are given him in the 
state courts. The party applying for a writ of at- 
tachment or other similar process must furnish aff- 
davits and security as required by the state laws.** 
Remedies by execution or otherwise similar to those 
used in the state court are available to the party re- 
covering a judgment in any district court of the 
United States.*” 

It is the best practice to present all requested in- 
structions to the court before the close of the evi- 
dence. The court will ordinarily, if time permits, 
pass upon these requests before argument. This will 
give counsel the advantage of being able to state to 
the jury that the court will or will not give a certain 
instruction.** The submission of special questions 
of fact to the jury is discretionary on the part of the 
trial court.*® State statutes and constitutions forbid- 
ding judges to express an opinion on the facts do not 
bind the Federal courts, nor do the statutes requir- 
ing written instructions or forbidding separation of 
the jury.*° The trial judge may express his opinion 
on the facts provided that he gives the jury to under- 
stand that they are at liberty to disagree with him.” 


(d) Directed Verdict and Non-Suit 


HE rule to be applied when a motion for a 
directed verdict has been made is stated by Cir- 
cuit Judge Taft.*? 

The rule in some states is that if the party having the 
burden of proof offers a mere scintilla of evidence to sup- 
port each necessary element of his case, however over- 
whelming the evidence to the contrary, the court must 
submit the issue thus made to the jury, with the power to 
set aside the verdict if found against the weight of the 
evidence. In the Federal courts this is not the rule. Ac- 
cording to their practice, if the party having the burden 
submits only a scintilla of evidence to sustain it, the court, 
instead of going through the useless form of submitting 
the issue to the jury, and correcting error, if made, by 
setting aside the verdict, may in the first instance direct 
the jury to return a verdict for the defendant. 


To raise the question in the appellate court that 
there was no substantial evidence to support the ver- 
dict, appellant must move for a directed verdict, ex- 
cept to the ruling denying the motion, and assign 
error thereon.** If a motion for a directed verdict is 
made by the defendant at the close of the plaintiff’s 
case, and it is overruled and the defendant excepts, 
the exception is waived if the defendant offers testi- 
mony. He must renew his motion at the close of all 
the testimony if he wants the appellate court to ex- 
amine the evidence to determine the correctness of 
the verdict.** 





* National Cash Register Co. v. Leland, 94 Fed. 502 (C. C. A. Ist 
1899). 28 ge 639-648 relate to depositions. 
*% 28 USC 
37 28 USCA a 
% Linn v. United States, 251 Fed. 476 (C. C. A. 2d, 1918). 
wa Mach. Works v. Dougherty, 231 et” 910 «K. ©. A. 10th, 


eames Central Ry. Co. v. Glover, 107 Fed. 356 (C. C. A. 5th, 


*tSee Quercia v. United States, 289 N. S. 466 (1932). 

hb aa Judge Taft in Ewing ‘et al. v. Goode, 78 Fed. 442 (C. C. A. 
6t 

3 Cleveland & Western Coal Co. Main Island Coal Co. an] ™, 60 
om ‘A. 6th, 1924). Steel v. Holland, 3 F. (2d) 776 (C. C. A. 9th 


“Wilson v. Haley Live Stock Co., 153 U. S. 39 (1894). 
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If the opening statement of counsel for plaintiff 
clearly shows that he has no cause of action, the 
court may direct a verdict for the defendant. 


When both sides move for a directed verdict it 
means that they agree that there is no disputed 
question of fact which could operate to control the 
questions of law involved in the case. The parties 
are concluded by the finding made by the lower court 
and on appeal the court is limited in its review to 
the consideration of the correctness of the finding 
on the law, and must affirm if there is any evidence 
to support it.*® 


It is a common practice to file a motion for an in- 
structed verdict in which the right is reserved to 
have disputed questions of fact submitted to the 
jury.*® In the case of Empire State Cattle Company 
v. Atchison, Topeka and Santa Fe Railway Com- 
pany ** at the close of the evidence the plaintiff re- 
quested a peremptory instruction in its favor and on 
its being refused duly excepted and then presented 
a number of special instructions which were each in 
turn refused and exceptions separately reserved. The 
court then granted a request for a peremptory in- 
struction in favor of the defendant to which the 
plaintiff excepted. The Supreme Court said that a 
party may request a peremptory instruction and upon 
the refusal of the court to give it he may insist by 
appropriate requests upon the submission of the 
case to the jury where the evidence is conflicting or 
the inferences to be drawn from the testimony are 
divergent. The inquiry on appeal will then have a 
wider scope. 


The court is under no duty to decide the case mere- 
ly because both sides move for an instructed verdict, 
but may overrule both motions and submit the issues 
to the jury.** It is immaterial that the court directed 
the jury to find a verdict instead of discharging the 
jury and entering an order when both sides moved 
for a directed verdict.*® 


There are many cases which hold that a Federal 
court has no power to order a non-suit without the 
plaintiff’s consent. But if the state practice author- 
izes it, it may be done; and it does not deprive the 
plaintiff of a right to trial by jury under the Seventh 
Amendment to the Constitution of the United 
States.*° When the defendant moves for an instruct- 
ed verdict and the court gives an opinion and an- 
nounces his purpose to grant the motion, the 
plaintiff should be permitted to take a voluntary non- 
suit if the state practice permits it in the same situa- 
tion.*' In the case of an involuntary non-suit a new 
action may be brought, whereas in the case of a di- 
rected verdict the action is ended unless a new trial 
be granted, either upon motion or upon appeal.*? 





 Beuttell v. Magone, 157 S. 154 ge 8 American Merchant 
Marine v. tcihom, 9 F. (2d) 79 oo Cc. C. A. 2d, 

“WW. A. Hover & Co. v. Denver & Rio Fw th 2 R. Co., 17 F. (2d) 
881 (C. C. A. Sf a 

$ North’ Philadeiphic Trust Co. v. Smith, 13 F. (2d) 585 (C. C. A. 
3rd, 1926 

> Sate and Refining Co. v. Hyman, 16 F. (2d) 39 
(C. C. A. 6th, 1926). 

% Coughran v. Bigelow, 164 bo S. 301 (1896). 

51 Barrett v. Virginian Ry. 250 U. S. 473. El Paso & South- 
western Co. et al. Fs R<ddle, osé ‘Fed. 892 CC. C. A. Sth, a . a 
Kidd et al. v. J. H. McCracken et al., 105 Texas 383, 150 S. i. 
(1912). Jacobs v. Gasow Howard Motor Co., 55 S. W. 2d 641 CS 
Texas 1932). Continental State Bank v. Waggoner et al., 

1026 (C. C. A. Texas, 1932). 
53 Oscanyan v. Arms Co., 103 U. S. 261 (1880). 
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A motion for judgment notwithstanding the ver- 
dict has no place in the Federal courts. 


(e) Specidl Findings of Fact 


OR the appellate court to determine the ques- 

tions of law arising from the evidence there 
must be either a bill of exceptions, findings of fact, 
or a case stated by the parties analogous to a special 
verdict stating the ultimate facts of the case and 
presenting questions of law only.** In cases tried 
without a jury the rulings of the court in the prog- 
ress of the trial, if excepted to at the time and duly 
presented by a bill of exceptions, may be reviewed 
upon appeal; and when the finding is special the 
review may extend to the determination of the suff- 
ciency of the facts found to support the judgment.* 
The necessity of obtaining special findings of fact is 
apparent.*° It should be noted that the trial court 
is under no duty to make special findings except in 
those actions brought under the Tucker Act.* 


Where the ultimate facts are incorporated into an 
agreed statement of facts there is no need that they 
be repeated by the court in the form of special find- 
ings in order that their sufficiency to support the 
judgment may be challenged.** A general opinion, 
discussing the facts and the law is not a special 
finding.*® 

A stipulation waiving the jury must be in writing 
and filed, or made in open court and entered in the 
record. If it is not in writing the appellate court 
cannot consider whether the special findings made 
by the court support the judgment, and the only 
record before the appellate court consists of the 
pleadings and the judgment.” 


A motion for judgment made at the close of the 
case and an exception to the refusal of the court to 
grant it will bring the whole case before the appel- 
late court on the law and facts.* 


(f) Motion for New Trial 


MOTION for a new trial is not required to 

review a verdict in the appellate court. But 
when a case comes up from a state court, the state 
practice may require it.°* A motion for a new 
trial seasonably filed and entertained by the trial 
court will toll the time for taking an appeal so that 
such time instead of beginning with the date of the 
judgment will begin from the denial of the motion. 
The motion must be made not only «luring the term, 
but during the three months next after the entry of 
the judgment. In other words, the motion for new 





53 Slocum v. Insurance Co., 228 U. S. 364 (1913). 

54 Suydam v. Williamson et al., 20 Howard 427, 433 (1858). Glenn v. 
Fant, 134 U. S. 398 (1890). In re Grover, 180 Fed. 62 (C. C. A. 3d, 
1910). New York Life Ins. Co. v. Dunlevy, 214 Fed. 1 (C. C. A. or 
1914). Mound Coal Co. v. Jeffery Mfg. Co., 240 Fed. 129 (C. C. A 
4th, 1916). United States v. Chicago & Alton Railroad, 250 U. S. oi 
cc. C. A. 70. 2986). 

5 28 USCA 875. 


58 Fleischman Construction Co. v. United States, 270 U. S. 349 (1925). 
USCA 746. 
58 United States v. Chicago and A. R. R. Co., 250 Fed. 101 (C. C. A. 
589 Ocean Accident & Guarantee Co. v. Pearson, 37 F. (2d) 896 
(C. C. A. 6th, 1930). 
2d, 1917). Madison County v. ee 106 b S. 622 (1822). 
61 Griffin v. Thompson, 10 F. (2d) 127 (C. A. 5th, arty 


53 Griffin v. Thompson, 10 F. (2d) 127 (C. C. A. Sth, 1925). 28 
7th, 1918). 

6 28 USCA 773. Bowers v. Henry Steers Inc., 241 Fed. 377 (C. C. A. 

® Chicago Life Ins. Co. v. Tiernan, 263 Fea’ 325 (C. C. A. 8th, 1920). 
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trial must be filed before the time for an appeal ex 
pires.® 


(g) Bill of Exceptions 


HE evidence, the rulings, or the instructions 

upon which the appellant relies to secure a re- 
versal of the case must be embodied in a bill of 
exceptions before the appellate court can consider 
them.** It must be signed by the trial judge and a 
stipulation of counsel that the transcript of the rec- 
ord is true cannot be used.® 


Bills of exception must be presented to the trial 
court during the term at which the judgment was 
entered unless there is a general order or rule in force 
extending the term or unless an extension has been 
granted in the particular case.°* The term cannot 
be extended by a nunc pro tunc order after it has 
expired.” A bill of exceptions is presented in time, 
if it is presented for allowance at the term at which 
the motion for a new trial is determined, although 
that term is subsequent to the term at which the 
trial was had and the judgment entered, if the mo- 
tion for a new trial was filed at the trial term and the 
hearing of it was continued by the court to a sub- 
sequent term.® 


3. Procedure in Suits in Equity 


N THE first day of February, 1913, the present 
Federal Equity Rules became effective.*® They 
were promulgated by the Supreme Court November 
4,1912. These rules govern the entire proceedings 
in a Federal court of equity and it is necessary to look 
primarily to them for a summary statement of Fed- 
eral equity practice. 


The bill of complaint is sufficient if it contains the 
matters set out in Rule 25. It should give a short 
and simple statement of the ultimate facts, and it 
need not be verified unless special relief pending the 
suit is desired. Demurrers and pleas are abolished.” 
The answer must omit mere statements of evidence 
and avoid general denials. The facts upon which 


plaintiff relies must be specifically admitted or 
denied.” 


When the bill is filed the clerk issues a subpoena 
which is returnable within twenty days and the de- 
fendant is required to file his answer on or before 
the twentieth day after service; otherwise the bill 
may be taken pro confesso.*? When the bill is taken 
pro confesso, the court may proceed to a final de- 





688 Northwestern Public Service Co. v. Pfeifer, 36 F. (2d) 5 (C. C. A. 
8th, 1929). 


6 Suydam v. Williamson, 20 Howard 427 (1858). 


& Allemani v. U. S., 273 Fed. 523 (C. C. A. 2d, 1921). Rosen v. 
United States, 271 Fed. 651 (C. C. A. 2d, 1920). 
As to signing of bill of exceptions see 28 USCA 776. Where a bill 


of exceptions is signed by one who was not the trial judge the certificate 
should expressly state why the trial ag did not allow and sign the 
bill. Ulmer v. U. S., 266 Fed. 176 (C. C. A. 2d, 1920). If the trial 
judge leaves the district, he should return to sign the bill of exceptions ; 
but if this cannot be done, counsel should prepare it and agree to it, 
and stipulate that the judge may sign it outside the district. 28 Opin- 
ions Atty. General 321. 

6 Exporters, etc. v. Butterworth-Judson Co., 258 U. S. 365 (1922). 
United States v. Scale, 45 F. (2d) 394 (C. C. A. 5th, 1930). 

8 McDonald v, Harding, 57 F. (2d) 119 (C. C. A. 9th, 1932). The 
Supreme Court because of special circumstances allowed an agreement 
of counsel to extend the time “g? allowing the bill of exceptions in 
Tavlor v. United States, 286 U. S. 1 (1931). 

6 O. J. Moore Grocer Co. v. Pacific Rice Mills, 296 Fed. 828 (C. C. A. 
8th, 1924). 

6 28 USCA 723. 

7 Rule 29. 

™ Rule 30. 


72 Rule 12. Rule 16. 
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cree at any time after the expiration of thirty days 
after the entry of the order pro confesso.”* 

The testimony of witnesses is taken orally in open 
court and the court passes upon the admissibility oi 
all evidence offered as in actions at law.** In excep- 
tional instances depositions are permitted.*® 


If an appeal lies to the Circuit Court of Appeals 
or to the Supreme Court no rehearing is granted af- 
ter the expiration of the term at which the final de- 
cree was entered and recorded. But if no appeal lies, 
a petition for rehearing may be admitted at any time 
before the end of the next term of the court, in the 
discretion of the court.” 


Temporary restraining orders are not granted 
without notice to the opposite party unless it clearly 
appears from the verified bill or affidavits that im- 
mediate and irreparable loss or damage will result 
to the applicant before the matter can be heard on 
notice."*7 Preliminary injunctions are never granted 
without notice. 

28 USCA 636 provides for the production of books 
and documents in an action at law. Carpenter v. 
Winn ** held that under this section production can- 
not be had prior to the trial. It is, therefore, clear 
that bills for discovery alone have not been entirely 
displaced by the powers now given in actions at law. 
Discovery may be had in aid of an action at law, or 
it may be enforced directly and as part of a suit for 
equitable relief. Discovery, incident to a bill for 
equitable relief, is distinguishable from a bill to ob- 
tain evidence to be used in another suit. The distinc- 
tion is not affected by Equity Rule 58. 

Equity Rule 58 authorizes parties to a bill in chan- 
cery to file interrogatories for discovery from the 
opposite party of facts and documents material to 
the support or defense of that suit. But where dis- 
covery is sought not in support or defense of the 
suit wherein it is asked, but of an action at law, 
Rule 58 does not apply.*® However, Judge Learned 
Hand in a suit based upon a hill for discovery in aid 
of an action at law says ;*° 

the proper practice in a bill of discovery is now 
as follows: The plaintiff will plead those facts which en- 
title him to a discovery from the defendant and will annex 
such interrogatories as he wishes the defendant to answer. 
If the defendant does not dispute the plaintiff's right to 
some discovery, but objects to some or all of the actual 
interrogatories annexed to the bill, he will make those ob- 
jections under Rule 58, and bring them on for hearing 
before the judge. He is not subject to the rule that, by 
answering one, he must answer all. If, on the other hand, 
he disputes the plaintiff's right to any discovery, he will 
plead in the answer such facts as he deems apposite, and 
obtain from the court under Rule 58, an enlargement of 
his time to answer the interrogatories until the plaintiff's 
right to discovery is established. 

Save in matters of account, a reference to a master 
is exceptional and is made only upon a showing that 
some exceptional condition requires it. The state- 
ment has several times been made that the practice 
of the courts of the United States in cases for an 
accounting seems to be limited to three grounds, the 


Rule 17. 

* Rule 46. 

™ Rule 47. 

6 Rule 69. 

"7 Rule 73. 

Waa U. S$. 533. 

Bradford v. Indiana Harbor Belt R. ty 300 Fed. 

8° Pressed Steel Car Co. v. Union Pac. [Cie 241 Fed’ 964. 
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complicated character of the accounts, discovery, and 
the fiduciary or trust relationship of the parties. 
Chief Justice Marshall in Fowle v. Laurason™ says, 
_Although the line may not be drawn with absolute pre- 
cision, yet it may safely be affirmed that a court of chancery 
cannot draw to itself every transaction between individuals 
in which an account between parties is to be adjusted. 
In all cases in which an action of account would be the 
proper remedy at law, and in all cases where a trustee is 
a party, the jurisdiction of a court of equity is undoubted. 
It is the appropriate tribunal. But in transactions not of 
this peculiar character, great complexity ought to exist in 
the accounts, or some difficulty at law should interpose, 
some discovery should be required, in order to induce a 
court of chancery to exercise jurisdiction. 

The power of the Federal courts in an action at 
law to compulsorily refer a case to an auditor to 
simplify the issues and make tentative findings must 
not be overlooked.®? 

The Federal equity courts create and impose 
equitable obligations similar to courts of equity of 
other jurisdictions ; and unlike courts of common law 
they order the defendant to do or refrain from doing 
certain things and if he fails to obey the order or 
decree they punish him by imprisonment. The com- 
mission of torts is prevented by the injunction, and 
specific performance gives reparation for a breach 
of contract. 


4. Procedure on Appeal to a Circuit Court of 
Appeals ** 


Pte ERALLY application for an appeal to the 
circuit court of appeals must be made within 
three months after the entry of the decree. This 
period cannot be extended by agreement or order 
of court.** 

The petition for appeal, the assignment of errors, 
the bond, and the order allowing the appeal must be 
prepared by the appellant and presented to the trial 
court at the same time. It is often convenient to 
present these instruments to the court with the bill 
of exceptions, bearing in mind that the bill of ex- 
ceptions must be allowed within the term. As soon 
as the appeal is allowed, and the bond for costs ap- 
proved, the petition and the assignment of errors 

must be filed. Immediately thereafter the citation is 
to be signed. 

The citation is returnable thirty days after the 
date it is signed, and, of course, must be served be- 
fore the return day. It must be served upon, not 
mailed to, the appellee.** A praecipe must be filed 
with the district clerk indicating the portions of the 
record desired to be incorporated into the transcript 
onappeal. A copy of the praecipe must be served on 
the appellee and proof or acknowledgment of service 
must be filed. The transcript of the record must be 
filed in the office of the clerk of the circuit court of 
appeals within thirty days from the date of signing 
the citation. The time for filing the transcript may 
be extended an additional sixty days by order of the 
trial court or the appellate court for good cause 
shown. 

815 Peters 495. 

82 Matter of Walter Peterson, 253 U. S. 300. 

8} This section relates particularly to appeals in the Fifth Circuit; 
however. the rules in the several circuits are substantially similar. 

8§ 28 USCA 230. Veritas Oil Corp. v. ai 4 F. (2d) 389 (C. C. 


= ci Vaughan v. American Ins. Co., 15 F. (2d) 526 (C. C. A. so 
1926). 


% Tripp v. Santa Rosa Ry. Co., 144 U. S. 126 (1892). 
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An order extending the time for filing the record is 
valid even though it is signed several days after the 
original period for filing the record had expired if the 
application for the extension is made during the orig- 
inal period. 

As soon as the case is docketed the clerk of the 
circuit court of appeals estimates the cost of printing 
the record and notifies the appellant who must pay 
the amount in advance. In government cases the 
United States files a motion asking leave to with- 
draw the typewritten transcript of the record for the 
purpose of having it printed. It is not necessary to 
have the record printed under the clerk’s supervi- 
sion, and private parties may have it printed wher- 
ever they choose. Twenty-five copies of the printed 
record must be filed with the clerk of the circuit 
court of appeals. 

The brief of the appellant must be filed fifteen days 
before the case is set for hearing in ordinary cases 
and five days before the case is set for hearing in 
preference cases. Twenty printed copies must be 
filed, one signed by the attorney who has entered his 
appearance for the appellant. The appellee must file 
his brief five days before the case is set for hearing 
in preference cases. The rules of court give detailed 
directions in regard to the arrangement and contents 
of the briefs. 

In suits in equity the procedure is essentially simi- 
lar. A praecipe must be filed with the district clerk 
indicating the portion of the record desired to be 
incorporated into the transcript on appeal. Proof of 
service or acknowledgment of service must accom- 
pany the praecipe.** It should call for the portions 
of the testimony that relate to the assignment of er- 
rors. Counsel for appellee, if he wishes to include in 
the transcript instruments not called for by the ap- 
pellant’s praecipe, may file a counter praecipe. An 
agreement of counsel as to the contents of the tran- 
script may take the place of the praecipe. 

A narrative statement of the evidence must be 
filed in the office of the clerk of the lower court at 
the same time the praecipe is filed so that opposing 
counsel may examine it. This condensed statement 
of the evidence, approved by the court, takes the 
place in suits in equity of the bill of exceptions in 
actions at law.87 However, it does not have to be 
allowed within the term as do bills of exceptions in 
law cases.** Notice is then given the other party 
that at a certain time and place at least ten days 
hence, the court will be requested to approve the 
statement. At the time set it is presented to the 
court for approval with any objections or amend- 
ments made by the other party and when approved 
is filed. The court settles any differences as to the 
contents of the record.*® 

If the question can be determined by the appellate 
court without an examination of all the pleadings 
and evidence, an agreed statement of the case may 
be filed.®° 

As in actions at law, the petition for appeal, as- 
signment of errors, bond, and order allowing the ap- 

8% Equity Rule 75a. Wade et al. v. Leach, 2 F. (2d) 367 (1892). 

8%t United States v. Great Northern Ry. Co., 254 Fed. 522 (C. C. A. 9th, 
_ Land and Livé Stock Co. v. Midwest Refining Co., 294 Fed. 
597 (C. C. A. 8th, 1923). 


8° Equity Rule 75 (b), (c). 
® Equity Rule 77. 
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peal must be presented to the trial court at the same 
time. It is generally convenient to present these 
instruments to the court when the statement of the 
evidence is presented for approval. The steps sub- 
sequent to the approval of the statement of the evi- 
dence and the allowance of the appeal are the same 
as in actions at law. 


It is imperative that all testimony except that of 
experts be reduced to narrative form and concisely 
stated.*' The duty is upon appellant to do this. Im- 
material portions of exhibits and documents must be 
omitted from the record and the same instrument 
must not appear more than once. 


The lower court is required to find the facts spe- 
cially and state its conclusions of law separately, 
and on appeal they are to be included in the record.” 


5. Procedure on Appeal to the Supreme Court 


HE application for an appeal to the Supreme 

Court must be made within three months after 
the entry of the judgment or decree complained of. 
If the appeal is prayed for within the statutory time, 
the date of its allowance is not controlling.” 


The first step is for the appellant to file with the 
clerk of the lower court his petition for appeal and 
an assignment of errors.™ 


When the appeal is from a district court it may be 
allowed by any judge of the district court, or by a 
circuit judge assigned thereto, or by a justice of the 
Supreme Court.* When the appeal is from a circuit 
court of appeals it may be allowed by any judge of 
the circuit court of appeals or by a justice of the Su- 
preme Court; and when it is from a state court of 
last resort, it may be allowed by the chief justice or 
presiding judge of the state court or by a justice of 
the Supreme Court. 

There must be presented with the petition for ap- 
peal a separate typewritten statement disclosing the 
basis upon which it is contended that the Supreme 
Court has jurisdiction. It shall state: first, the stat- 
ute believed to sustain jurisdiction; second, the 
statute of the state, or treaty or statute of the United 
States the validity of which is involved, setting it 
out verbatim and giving the volume and page of the 
official edition wherein it may be found; third, the 
date of the judgment or decree sought to be re- 
viewed and the date upon which the application for 
appeal is presented. The statement shall show that 
the nature of the case and of the rulings of the court 
was such as to bring it within the jurisdictional pro- 
visions relied on, and shall cite the cases believed 
to sustain the jurisdiction. If the appeal is from an 
interlocutory decree of a specially constituted dis- 
trict court, the statement also must include a show- 
ing of the matters in which it is claimed the court 
has abused its discretion in granting or denying the 
interlocutory injunction.” 


The judge or justice allowing the appeal shall take 
the proper security for costs, and may also on tak- 
ing the requisite security therefor, grant a superse- 


%1 Equity Rule 75 (b), 76. 

% Equity Rule 70%. 

83 Cardona v. Quinones, 240 U. S. 83 (1916). 28 USCA 350. 
% Rule 9. 

% Rule 36. 

% Rule 12. Alabama v. United States, 279 U. S. 229 (1929). 
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deas and stay of execution or other proceedings 
under the judgment or decree pending the appeal. 

If the appeal is allowed, the appellee must be 
served within five days of the date of allowance with 
a copy of the petition for appeal, order allowing the 
appeal, assignment of errors, and the statement above 
mentioned.®* Proof of service of these papers must 
he filed with the clerk possessed of the record. 

The notice served with the copies of the instru- 
ments mentioned must call the appellee’s attention 
to the rule that within fifteen days after service he 
may file with the clerk of the court possessed of the 
record, and serve upon appellant a typewritten 
statement of any matter or ground making against 
the jurisdiction of the Supreme Court asserted by the 
appellant. There may be included in, or filed with, 
such opposing statement, a motion by appellee to 
dismiss or affirm.®® Where such a motion is made 
hy appellee, the appellant has twenty days after serv- 
ice upon him within which to file in the Supreme 
Court forty printed copies of a brief opposing the 
motion. Twenty-five days are allowed in western 
states.* 

When the appeal is allowed a citation is to be 
signed by the judge or justice allowing the appeal 
addressed to the appellee. This citation is return- 
able in forty days from the date of signing. The 
period is sixty days in western states. 

The appellant should then file with the clerk of 
the lower court a praecipe indicating the portions of 
the record that he wishes to be included. A stipula- 
tion may be used instead of the praecipe. The clerk 
of the lower court will then make and transmit to 
the Supreme Court under the seal of the lower court 
a true copy of the material parts of the record. The 
transcript must be filed with the clerk of the Su- 
preme Court by the return day of the citation. The 
time may be enlarged for good cause shown. 

When the record is brought up on appeal, counsel 
for appellant should then enter his appearance in 
the Supreme Court. As soon as the record has been 
filed in the Supreme Court and the case docketed, 
the clerk will print the appellant’s statement and the 
opposing statement and motions, if any, and distrib- 
ute them to the Court for its consideration and ruling. 

Within five days of the date the record is filed the 

appellant must file with the clerk a definite state- 
ment of the points on which he intends to rely, and 
of the parts of the record which he thinks necessary 
for the consideration thereof. This must be served 
on the appellee and proof of service filed. Within 
ten days the appellee may file a designation of addi- 
tional parts of the record which he thinks material. 
The clerk will have printed only the parts of the 
record so designated, and the Court will consider 
nothing but the points of law so stated and the print- 
ed record. 

The transcript must contain: (a) the designated 
portions of the record, (b) statements of jurisdiction, 
motions to dismiss or affirm, if any, (c) proof of 
service of the notice and copies of the petition for 
appeal, order allowing appeal, assignments of errors, 
= statement of -iimwies (d) assignment of er- 


~t Rule 12, Section 1, 
* Rule 12, Section 3. 
” Rule 7, "Section 3. 
10 Rule 10, Section 1. 





























































































JURISDICTION OF FEDERAL COURTS—PROCEDURE 215 


rors, (e) opinions rendered in the case, (f) statements 
of points intended to be relied on, and the designa- 
tions of the parts of the record to be printed. 


A deposit in the amount of thirty-five dollars must 
be made with the clerk to cover his fees together 
with a sum sufficient to pay the expense of printing 
the statement as to jurisdiction, estimated at two 
dollars per printed page. The clerk will give the ap- 
pellant an estimate of clerk’s fees and cost of print- 
ing the record after both parties have made their 
designations, and the appellant must deposit the sum 
before the date fixed by the clerk. The Court’s ac- 
tion upon the statement of jurisdiction and the op- 
posing statement and motions is generally announced 
before the appellant is faced with the necessity of 
printing the whole record. The clerks of the lower 
courts should certify promptly to the jurisdictional 
statements and motions prior to preparing the re- 
mainder of the transcript of the record. 


On the first day of each term the Court commences 
to call the cases for argument in the order in which 
they stand on the docket, and proceeds from day to 
day during the term in the same order. Ten cases 
only are subject to call on each day during the 
term.?% 

Appellant must file forty copies of a printed brief 
at least three weeks before the case is called for 
hearing; and appellee must file forty copies of his 
printed brief at least one week before the case is 
called. The rules of the Supreme Court give detailed 
instructions in regard to the arrangement and con- 
tents of briefs. 

If a litigant wishes to carry a case from a state 
court to the Supreme Court of the United States, 
he must first seek an appeal in the highest court of 
his state. If the appeal is denied him to the highest 
state court he should appeal from the last court which 
decided the case.°? The petition for appeal and the 
record must show that the highest court of the state 
has given its decision. It may be said generally that 
the appeal to the United States Supreme Court 
should be taken from the state court in which the 
record of the case was kept, and in which the judg- 
ment was ordered to be entered.?% 

A judgment is not final so as to set in motion time 
for taking an appeal until a motion for a new trial 
has been disposed of. Where the state court after 
judgment entertained a petition for rehearing the 
date on which it entered an order denying such peti- 
tion was the date on which the original judgment 
became effective for the purpose of review.!® 

To give the Supreme Court jurisdiction on appeal 
it must appear by the record that a Federal question 
was raised and decided adversely. An assignment 
of error in the Federal court will not cure the failure 
of the record in the state court to show that a Federal 
question was raised.1°%° Nor will the certificate of a 
court of last resort of a state bring a Federal ques- 
tion into the record where such a question does not 
arise, although the certificate may serve to aid the 





101 Rule 26. 
102 Western Union v. Crovo, 220 U. 364 (1911). 
103 Norfolk & S. Turnpike Co. v. ae aS 225 U. S. 264 (1912). 


Wedding v. ‘Mavier, 192 U. S. 573 (1904). 
oe U. » Ellicott, 223 U. S. 524 (1911). Kingman & Co. v. West 
Mfo., 170 UL 


106 ‘Chicago » Am Western Ry. Co. v. Basham, 249 U. S. 164 (1919). 
Citizens Bank of Michigan City v. Opperman, 249 U. S. 448 (1919). 
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determination of the existence of a Federal ques- 
tion.?% 

However, where state statutes require that all de- 
cisions of the highest state court shall be in writing, 
stating the grounds of the decision, and shall be re- 
corded, the Supreme Court may examine the re- 
corded opinion to ascertain the ground of the judgment 
of the state court.’ 

After the state court has announced its final de- 
cision, sometimes counsel file a petition for rehearing 
setting up for the first time a Federal claim. If the 
state court actually grants a rehearing and passes 
upon the Federal question the requirement has been 
met.?° 

The Supreme Court will pass upon such errors of 
law as the state court is said to have committed with 
reference to the Federal question involved. This is 
true in suits in equity as well as in actions at law.’"° 


6. Procedure for Review by Certiorari by 
Supreme Court 


O SECURE a review by the Supreme Court by 
writ of certiorari a petition must first be filed 
with the Court praying for the issuance of the writ. 
This must be accompanied by a certified transcript 
of the record in the case including the proceedings 
in the court to which the writ is asked to be directed. 
The petition should contain only a short statement 
of the matter involved and the reasons relied on for 
the allowance of the writ. A brief may be included 
in the petition or be presented separately, and forty 
printed copies of the petition and supporting brief 
are to be filed.*” 

The petition, the printed record and the support- 
ing brief must be filed within three months after 
the entry of the judgment in the lower court. For 
good cause shown the time may be extended not 
more than sixty days by a justice of the Supreme 
Court.*” 

Steps must be taken to have a record printed so 
that it can be filed within the required three months’ 
time. A certified transcript of the record should be 
secured from the clerk of the lower court as soon as 
possible. The petition and brief should be prepared 
making reference to the pages of the transcript wher- 
ever desired. The petition, brief, and transcript of 
the record are then to be sent to the clerk of the Su- 
preme Court, and counsel for petitioner should enter 
his appearance. A deposit of thirty-five dollars must 
be made to cover clerk’s costs. The clerk will then 
make an estimate of the cost of printing, and a de- 
posit to cover this cost must be promptly made. The 
record, brief, and petition will then be printed under 
the direction of the clerk and the printer will insert 
the correct references to the printed pages of the 
record wherever it is referred to in the brief and pe- 
tition.7** 

18 Appleby v. City of Buffalo, 221 U. S. 324 (1911). 

7 Rector v. City Deposit Bank Co., 200 U. S. 405 (1905). 

1088 Gross v. United States Mortgage Co., 108 U. S. 477 (1883). See 
also Murdock v. City of Memphis, 20 Wall. 590 (1874). City Bank v. 
Board of Liquidation, 98 U. S. 140 (1878). Otis v. Oregon S. S. Co., 
116 U. S. 548 (1885). 

10 Mallett v. North Carolina, 181 U. S. 589 (1900). 

10 Murdock v. City of Memphis, 20 Wall. 590 (1874). 

11 Rule 38, Sections 1, 2. Rules 26, 27. 

12 28 USCA 350. Rule 38, Section 2. 

118 See suggestions as to procedure by clerk of Supreme Court printed 


at the end of tlle Supreme Court Rules in 28 USCA and in the appendix 
to 210 U. S. p. 503. 
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When all the printing is completed and the copies 
delivered to the clerk he will place the case upon the 
docket and give the petitioner immediate information 
as to the number of the case, and the date of docket- 
ing and will send him extra copies of the record, 
petition, and brief so that-they may be served upon 
the respondent within ten days of the date of docket- 
ing. If the record has been printed for use in the 
lower court it is not necessary to reprint the whole 
record in the Supreme Court. The proceedings in 
the lower appellate court will be printed under the 
direction of the clerk of the Supreme Court and will 
be added to the printed record already available.’ 


When the petition is presented at least ten copies 
of the record as printed in the lower court together 
with the proceedings and opinion in that court must 
be furnished. If the petition is granted twenty addi- 
tional printed copies must be supplied at once. As 
a matter of economy it is suggested that it is per- 
haps wise to have the thirty required copies made at 
the first printing. 


Notice of the filing of the petition, together with a 
copy of the petition, printed record, and supporting 
brief must be served on counsel for the respondent 
within ten days after the filing. Proof of service or 
acknowledgement of service must be filed with the 
clerk.?*® 


The respondent is allowed twenty days after no- 
tice within which to file forty printed copies of an 
opposing brief. If the date for filing a brief in oppo 
sition falls in the summer recess, the brief may be 
filed within forty days after the service of the notice, 
but this enlargement shall not extend the time to a 
later date than September 10th.1"* 


Upon the expiration of the period for filing the 
respondent’s brief, or upon an express waiver of the 
right to file, or the actual filing of such brief in a 
shorter time, the petition, record and briefs shall be 
distributed by the clerk to the Court for its con- 
sideration.*"” 


When the petition is granted the clerk enters an 
order and mails notice of the granting of the order 
to the court below and counsel of record. The order 
directs that the certified transcript of the record on 
file in the Supreme Court be treated as though sent 
up in response to a formal writ. A formal writ is 
not issued unless specially directed.‘ 


Petitioner must file forty copies of a printed brief 
at least three weeks before the case is called for 
hearing ; and respondent must file forty copies of his 
printed brief at least one week before the case is 
called.?** 


A review on writ of certiorari will not be granted 
where there is a plain and adequate remedy by ap- 
peal.'*° It is not a matter of right, but of sound 
judicial discretion, and will be granted only where 
there are special and important reasons therefor. 


(Continued on page 242) 


144 Rule 38, Section 7. 

115 Rule 37, Section 3. 

146 Rule 38, Section 3 (a). 

117 Rule 38, Section 4. 

18 Rule 43. 

119 See Rules 26 and 27 for arrangement and contents of briefs. 

10 Whitney v. Dick, 202 U. S. 132 (1906). Turner v. United States, 
14 F. (2d) 360 (C. C. A. 8th, 1926). American Construction Co. v. 
Jacksonville Railway, 148 U. S. 372 (1892). 
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Tax System of State of Washington 
Extensively Changed by New Law 


COMPREHENSIVE revision of the tax system 
of the State of Washington was effected by the 
enactment of House Bill No. 513, providing for a per- 
sonal income tax with a normal rate of 3 per cent and a 
surtax of 4 per cent on net incomes in excess of 
$4,000, and House Bill No. 237, Laws 1935, known 
as the Administration Revenue Act. Titles 9, 13, 14 
and 16 of the latter bill as passed by the Legislature 
were vetoed by the Governor and Title 15 was par- 
tially vetoed. The various provisions of the “Ad- 
ministration Revenue Act” are described below. 
Title 1. 


Title 2. Business and occupation tax.—This title levies 
a business and occupation tax based on gross proceeds of 
sales or gross income at the following rates: Extractors of 
natural resource products (including coal, oil, gas, ore, 
stone, sand, gravel, clay, timber and fish), one-quarter of 
one per cent; manufacturers, one-quarter of one per cent; 
retailers, one-quarter of one per cent; wholesalers (gen- 
erally and other than certain specially classified distrib- 
utors) one-quarter of one per cent; and every other 
business activity (including repairing, personal, business, 
professional, mechanical, and educational services, abstract 
and title, insurance, financial, brokerage, construction con- 
tracting and sub-contracting, advertising and hotel busi- 
nesses), one-half of one per cent. Exemptions are granted 
in favor of retailers whose gross proceeds of sales are less 
than $1,000 and any person engaging in any other business 
activity whose gross income is less than $400 for a bi- 
monthly period; those subject to public utility tax in 
Title 5; insurance companies paying gross premiums tax; 
wholesale sales by farmers; licensed racing, etc., exhibi- 
tions; employees as distinguished from independent con- 
tractors; fraternal benefit societies; hospitals; and income 
from lease, rental or sale of real estate. This title is effec- 
tive May 1, 1935. 


Title 3. Tax on retail sales.——This title levies a retail 
sales tax of two per cent. Exemptions in favor of casual 
sales, persons subject to utility taxes under Title 5; news- 
papers; sales exempt by Federal law; motor vehicle fuel; 
sales on emergency relief vouchers; and sales of fruit, dairy 
products and bread. The vendor must collect the tax from 
the purchaser. Scrip or tokens of not less than one mill 
value for tax purposes will be issued. Returns and tax 
payments are due on or before the 15th day of the-month 
succeeding the end of each bi-monthly period, and the Tax 
Commission may require annual returns. Licenses (fee $1) 


are required—see Title 18. This title is effective May 1, 
1935. 


Introductory provisions and definitions. 


Title 4. Compensating tax.—This title levies a tax or 
excise at the rate of 2 per cent of the purchase price for 
the privilege of using within this State any article of tan- 
gible personal property purchased after April 30, 1935. 
Exemptions are: Property brought into the State tem- 
porarily by a non-resident; such property purchased at 
other than retail; property already subjected to an equal or 
creater tax; and when total purchase per month is less 
than $20. (The apparent purpose of the tax is to catch 
purchases made by residents outside of the State.) Re- 
ports must be filed by the taxpayer on or before the 15th 
day of each month. 


Title 5. Public utility tax.—This title levies a privilege 
tax based on the gross operating revenue of utilities as 
follows: Railroad, express, railroad car, water distribution, 
light and power, telephone and telegraph business, three 
per cent; gas distribution, two per cent; urban or inter- 
urban transportation, one-half per cent; vessels (under 65 
feet), one-half per cent; and highway transportation, one 
and one-half per cent. Exemption is granted to persons 
whose total operating revenue for the bi-monthly period is 
less than $1,000. Returns and tax payments are due on or 
before the 15th day of the month next succeeding the end 
of the bi-monthly period. This title is effective May 1, 1935. 
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Title 6. Admissions tax.—This title levies a tax of one 
cent for each twenty cents or fraction thereof of the 
amount paid for admission to any place, including season 
tickets or subscriptions. Admissions of less than ten cents 
are exempt. Tickets sold elsewhere than at ticket office 
at more than established price pay additional 10 per cent 
on the excess. Tickets sold by proprietors, managers or 
employees of amusement places at more than established 
price shall pay fifty per cent of the excess. Permanent use 
of box or seat, ten per cent of usual price. Admission to 
public performance at roof garden, cabaret, etc., one and 
one-half cents for each ten cents and admission price shall 
be considered twenty per cent of price of refreshment, 
service or merchandise. Where amount paid is twenty 
cents or less, no tax is levied. Returns and tax payments 
are due on or before the 15th day of the month next suc- 
ceeding the end of the bi-monthly period. This title is 
effective May 1, 1935. 


Title 7. Liquor tax.—This title levies a ten per cent tax 
on all liquors sold by the Liquor Control Board. The tax 
shall be added to the selling price and collected from the 
purchaser. This title is effective May 1, 1935. 


Title 8. Tax on conveyances.—This title levies a tax on 
conveyances, including any deed, instrument or writing 
whereby any lands, tenements or other realty shall be sold, 
granted, assigned, transferred or otherwise disposed of as 
follows: Consideration or value is over $100 and up to $500, 
fifty cents; and for each additional $500 or fractional part, 
fifty cents. Instruments given to secure a debt are exempt. 
This tax is administered by revenue stamps. This title is 
effective May 1, 1935. 


[Title 9, imposing a tax on stock issues and transfers, was 
vetoed by the Governor.] 


Title 10. Radio broadcasting tax.—This title levies a tax 
on radio broadcasting companies at the rate of one-half 
per cent of the gross income of the business. Reports and 
tax payments are due on or before the 15th day of the 
month next succeeding the end of the bi-monthly period. 
This title is effective May 1, 1935. 


Title 11. Fuel oil tax.—This title levies an excise tax 
upon every distributor at the rate of one-quarter cent per 
gallon of fuel oil or diesel oil sold, distributed, withdrawn 
or used in the State. This tax is be absorbed by the dis- 
tributor. Fuel oil means oil of 14 to 19 degrees A. P. I. 
gravity with viscosity range of 26 to 50 Saybolt Furol at 
temperature of 122 degrees or any other refined petroleum 
other than gasoline. Diesel oil means oil from 27 to 34 
degrees A. P. I. gravity with viscosity range of 41 to 48 
Saybolt Universal at temperature of 100 degrees. This tax 
is to be administered in conjunction with the gasoline tax 
— 58, Laws 1933). This title is effective May 1, 
1935. 


Title 12. Tax on cigarettes.—This title levies a tax on 
cigarettes at rate of one-twentieth of one cent for each 
cigarette unless selling price is more than one cent each, 
in which event the tax shall be ten per cent. This tax is 
administered by means of revenue stamps. This title is 
effective May 1, 1935. 


[Title 13, providing for a tax on proprietary medicines and 
toilet preparations, was vetoed by the Governor.] 


[Title 14, imposing a store license tax, was vetoed by the 
Governor.] 


[Title 15 was partially vetoed by the Governor.] 


Title 15. Inheritance tax.—This title comprehensively 
amends the Inheritance Tax Law (Remington Code sec- 
tions 11201 et seq.). This title is effective immediately. 


[Title 16, providing for the levy of a gift tax, was vetoed by 
the Governor.] 


Title 17. Corporate net income tax.—This title levies a 
net income tax in the nature of a franchise tax on banks 
and corporations. The rate of tax is four per cent of the 
net income. The first tax year is the calendar year 1935 
or any fiscal year ending therein. Insurance companies 
and the usual non-profit and cooperative associations are 
exempt. The Act also contains the usual provisions rela- 
tive to determining gross income, deductions and net in- 
come. Returns are due on or before March 3lst next after 
the preceding income tax year. Offset is allowed for cur- 
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rent annual license fee paid to State. (It would appear 
that this Act follows very closely the California Bank and 
Corporation Franchise Tax Law.) 


Title 18. General adrhinistrative provisions.—This title 
contains the provisions generally pertaining to the admin- 
istration of all of the above taxes. The following is worthy 
of special mention. “If any person shall engage in any 
business or perform any act for which a tax is imposed by 
this Act, he shall, whether taxable or not, apply for and 
obtain from the Commission, upon payment of a fee of $1, 
a registration certificate for each calendar year.” For 
shortages in tax payments the Commission may add ten 
per cent of such shortage plus interest of one per cent per 
month. Excess payments shall be refunded at the end of 
the tax year. If tax payments are not received within ten 
days of the due date, a penalty of ten per cent shall be 
added (minimum $1). Further and more severe penalties 
are assessed upon fraudulent evasions, etc. The lien of 
taxes and forcible collections are adequately provided for. 


Title 19. Allocation of revenue. 


Title 20. General provisions.—This Act is an emergency 
measure, effective immediately. 


Second Interstate Assembly Considers 
Problems of State Taxation 


HE Second Interstate Assembly, a body of of- 

ficial delegates from the forty-eight states organ- 
ized by the American Legislators’ Association and 
the Council of State Governments, convened in 
Washington, D. C. on February 28, 1935. It was 
an epochal three-day tax gathering in that for the 
first time since the adoption of the Federal Con- 
stitution in 1789 representatives of all of the state 
governments met together. Representatives of each 
state were delegated to attend either by the Legisla- 
ture or by the Governor, or by both. 

The assembly was in recognition of the chaotic 
situation in taxation and other avenues of govern- 
ment brought about by forty-eight uncoordinated 
state governments and of the widespread conviction 
that increased federalization is inevitable unless 
there is increased cooperation between the states. 
The Interstate Assembly is designed to be a con- 
venient agency for consultation, negotiation, and 
agreement among the states not only on matters of 
taxation, but, in the long run, on such subjects as 
crime prevention and public health. The primary 
problem considered at the recent assembly, however, 
was taxation. 

Among those who presented papers or addresses 
at the Assembly were: Henry W. Toll, ex-officio 
executive director of the Interstate Assembly ; Hon. 
Mark Graves, president of the New York Tax Com- 
mission; Dr. Murray Haig, professor of political 
economy, Columbia University; Hon. Robert L. 
Doughton, chairman of the House Ways and Means 
Committee; Paul V. Betters, executive director of 
the United States Conference of Mayors, Lovell H. 
Parker, chief of staff of the Congressional Joint Com- 
mittee on Internal Revenue Taxation, and James W. 
Martin, director of research of the Interstate Com- 
mission on Conflicting Taxation. 


Report on Conflicting Taxation 


Following is the text of recommendations in the 
first report of the Interstate Commission on Con- 
flicting Taxation,’ which was presented by its chair- 
man, Senator Seabury C. Mastick: 


1This commission was created by the Interstate Assembly in 1933. 
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The first part of this report to the Second Interstate 
Assembly summarizes the Commission’s activities during 
the biennium since its appointment; the second concerns 
the recommendations dealing with possible immediate ad- 
justments designed to alleviate tax conflicts; and the third 
develops a long-run. program for improving the tax system 
in the direction of eliminating conflicts. 


I. The Work of the Commission Summarized 


Since its appointment at the close of the First Interstate 
Assembly in February, 1933, the Commission has held a 
series of meetings, the last of which was on February 27, 
1935. It has held seven formal meetings, one in Chicago, 
one in Boston, and five in Washington. In addition, sev- 
eral members of the Commission have met informally with 
the Committee on Ways and Means of the United States 
House of Representatives. During January of this year, 
the Commission met jointly with the governing boards of 
the Council of State Governments and the American Legis- 
lators’ Association. Usually the meetings have lasted two 
days, with sessions in the mornings, afternoons, and even- 
ings of each day. At its meeting on February 27 the 
Commission met for only one day. 

The meetings have been varied in character. In some 
instances the Commission has considered at length prob- 
lems of organization and procedure and in others specific 
proposals for tax reform, generally in the light of research 
reports which had previously been placed in the hands of 
the Commission members. The members and the research 
staff, for the most part, have met privately; but occasion- 
ally certain other consultants have been invited. 


Acting under the authority of the Interstate Assembly 
resolution, the Commission has conducted certain negotia- 
tions with members of Congress, particularly with the lead- 
ers of the House Committee on Ways and Means and the 
Senate Finance Committee. The chairman and the secre- 
tary of the Commission presented the Commission’s view- 
point on gasoline and liquor taxation to the Committee on 
Ways and Means. On another occasion the Commission 
met jointly with members of the two congressional com- 
mittees and with persons representing the administration 
to discuss the entire problem of conflicting taxation and 
to make known to the federal representatives its viewpoint 
on specific questions. Following the negotiations, Chair- 
man Harrison of the Senate Finance Committee showed 
a cooperative viewpoint by appointing a subcommittee on 
double taxation. His Finance Committee also adopted 
the statement in a report of the Senate Finance Committee 
that, “This committee is of the opinion that the gasoline 
tax should be reserved for the states after June 30, 1934.” 
(73rd Congress, First Session, Report No. 58, p. 1.) 


The staff of the Commission has maintained contact con- 
tinuously, but informally, with individuals responsible for 
Federal and state tax policy. In the case of the Federal 
Government this includes the Joint Committee on Internal 
Revenue Taxation, the congressional subcommittees on 
double taxation, the personnel of the Treasury Department, 
and individuals in other branches of the administration 
concerned with taxation. 


The Commission acknowledges the cordial cooperation 
of Federal and state administrators and lawmakers. It is 
particularly indebted to the staff of the Joint Committec 
on Internal Revenue Taxation; to the Chairmen of the 
Committee on Ways and Means and of its subcommittee 
on double taxation; and to President Roosevelt, who wrote 
a letter endorsing ‘the objectives of the present Interstate 
Assembly. 


Shortly after its appointment the Commission engaged 
Professor Clarence Heer of the University of North Caro- 
lina as its research director. Mr. Heer, together with the 
staff of the American Legislators’ Association, carried on 
the office activities of the Commission until May, 1934. 
During the summer of 1934 the only staff activities were 
those of a secretarial character, conducted by the perma- 
nent staff of the American Legislators’ Association. 

Beginning September 1, 1934, a research staff directed by 
Professor James W. Martin of the University of Kentucky 
was organized. In addition to Mr. Martin and the per- 
manent staff of the American Legislators’ Association are 
Hershal L. Macon and John M. Akers, research associates; 
Mary Ada Honey, secretary to the research director; and 
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Dorothy Diemer Thompson, stenographer. The staff has 
conducted the general secretarial work of the Commission 
and has also engaged in research activities, the general 
character of which is indicated by the following list of 
research reports and articles on State Government. 


Staff Reports 


Is the Interstate Commission on Conflicting Taxation Worth Its Salt? 
Elimination of Tax Conflicts 

Fiscal Coordination through Intergovernmental Agreement 
State-Shared Federal Sales Tax 


Pertinent Statistical Data Relative to Various Proposals for Reducing 
Tax Conflicts 

Coordination of Federal and State Tobacco Taxation 

Problems Preliminary to a Study of Conflicting Income Taxcs 

Sales Taxation: State v. Federal 

The Corporation Income Tax and the Crediting Device 

The Personal Income Tax and the Crediting Device 

State Income Tax Policy in the Light of Experience 


Articles on State Government 


“Conflicting Taxation,” February, 1933 

“Interstate Commission,” May, 1933 

"323 Conflicts,” (table) May, 1933 

“Recommendations Contained in First Report of I. C. C. T.,” 
July, 1933 

“The Story of the I. C. C. T.,” July, 1933 

“Friendly Negotiation Instead of Federal Coercion,” July, 1933 

“Tax Mimicry,” July, 1933 


Report on gasoline, tobacco, liquor and electric eriergy taxes, July, 1933 

Report concerning Recommendations for Taxation of Alcoholic Bev- 
erages, November, 1933 

“Splitting the Liquor Taxes,’’ December, 1933 

“Federal-State Liaison,” (Recommendations to Ways and Means 
Committee and Senate Finance Committee) 

“Conflicting Gasoline Taxation,” January, 1934 

Report on the May 18-19 meeting of the I. C. C. T., July, 1934 


Report on the September 29-30 meeting of the I. C. C. T., Novem- 
ber, 1934 


“Current Tendencies in State Taxation,” January, 1935 


Besides these formal reports and discussions, the staff 
has prepared approximately forty brief statements regard- 
ing the activities and recommendations of the Commission. 
It has also served as an information agency on matters of 
taxation for other persons interested in tax research or 
tax legislation falling within the scope of its assignment. 
Each research director has delivered addresses and pre- 
pared various articles for publication dealing with the work 
of the Commission. Among the recent addresses are: 

“Conflicting Taxation and the Cities,” delivered before the American 
Municipal Association, Chicago, October 26, 1934 


“Some Trends in State Taxation,” delivered before the National Asso- 


ciation of Auditors, Comptrollers, and Treasurers, Atlanta, November 
20, 1934 


“Tax Administration, a Sample _of Interjurisdictional Financial In- 
tegration,’’ University of Chicago, December 11, 1934. 

“Trends in State Supervision of City Finances,’”’ delivered before the 
American Political Science Association Round Table, December 27, 1934 

“Coordination of Federal and State Tax Systems,” delivered before 
the Tax Policy League, Chicago, December 28, 1934 


To develop interest among college teachers and to secure 
assistance from them, the staff of the Commission organ- 
ized an Advisory Committee of college and university 
professors in the autumn of 1934. The members of this 
committee have aided by offering constructive criticisms 
and suggestions. Several of their suggestions have ma- 
terially influenced the work of the staff, and some have 
been referred to the Commission membership. 


II. Recommendations for Immediate Action 


At the end of its first meeting, held on March 24 and 
25, 1933, the Commission adopted a report summarizing 
provisional recommendations pending further investigation. 
In the first place, it recognized that conflicting taxes im- 
posed by the Federal Government and the various states 
result in distributing the tax load inequitably and, in the 
second, that overlapping and uncoordinated taxation places 
an unreasonable burden on business and industry and con- 
stitutes a problem calling for immediate action by Federal 
and state legislative bodies. 

_On the basis of these findings and of research work car- 
ried on by the staff of the Commission, the following rec- 
ommendations have been approved during the past two 
years. These proposals look to immediate action which 
can be taken in the interest of better coordination of state 
and local tax plans. 

1. Gasoline Taxes 


_Since Congress has declared that the Federal tax on gaso- 
line was levied only as a temporary expedient on account 
of the emergency, the Commission urges the Federal Gov- 
ernment to relinquish this source of revenue for the exclu- 
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sive use of the states at the end of the next Federal fiscal 
year, namely June 30, 1934. 


2. Tobacco Taxes 


Thirteen states now have taxes on tobacco, and many 
other states are seriously considering levying such taxes. 
If the states continue to impose additional levies on to- 
bacco products, the return to the Federal Government 
from this source of revenue will be further diminished. 
Since any material increase in these taxes during a period 
of depression will decrease the amount of tobacco con- 
sumed, such increase will adversely affect the producer as 
well as the manufacturer. Accordingly this Commission 
recommends that no additional tobacco taxes be adopted 
by the states for revenue purposes. 


3. Electrical Energy Taxes 


Since the conditions of the manufacture and distribution 
of electricity vary so widely from state to state, this Com- 
mission recommends that Congress should leave this source 
of revenue for the exclusive use of the states. The states 
have long depended on the taxation of electric utilities, 
whereas the Federal Government has just entered the field. 


4. Beer Taxes 


Congress has already levied a heavy tax on beer. Sub- 
stantial additional taxes on this beverage, or heavy license 
taxes on its distributors, levied by the states or by their 
political subdivisions, will diminish the Federal tax rev- 
enues. Therefore, the Commission recommends that the 
states, municipalities, and other local units of government 
refrain from levying heavy taxes on beer, unless they im- 
pose such taxes for regulatory purposes. 


5. General Sales Taxes 


At its first meeting the Commission recognized the sig- 
nificance of the general sales tax movement and directed 
its staff to conduct an investigation. Later the following 
resolution was adopted: 


PREAMBLE: We are confronted with a situation in which many 
of the states are being embarrassed in the administration of existing 
sales taxes; therefore 

Without passing on the merits of either state sales taxes or federal 
sales taxes, or of other taxes of similar characteristics, “and without 
passing upon any possible allocation of these sources of revenue at a 
later date; be it hereby 

Resolved, That this Commission favors the enactment by Congress of 
the so-called Harrison Resolution as now amended.? 


6. Liquor Taxes 


The Commission adopted the following resolution at the 
time the Eighteenth Amendment was repealed and prior to 
any Federal legislation. 


Resolved, That it is the sense and the recommendation of the Inter- 
state Commission on Conflicting Taxation: 

1. That the social implications of the repeal of the Eighteenth Amend- 
ment greatly outweigh in importance the revenue aspects of repeal. 

2. That the taxes on alcoholic liquors, as well as the taxes and 
license fees upon the traffic in such liquors, should be so devised as to 
promote temperance, and at the same time to discourage illicit trafficking 
in such beverages. 

3. That there is grave danger that if both the Federal and the state 
governments, without regard to each other, impose taxes or other 
imposts on these commodities, or upon the traffic in them, the combined 
load of taxation will become so heavy as to defeat the foregoing 
objectives. : 

4. That volume taxes, or so-called gallonage taxes, whether direct o1 
indirect, should be imposed upon liquor by the Federal government 
only, and only at a moderate rate. 

5. That the rate of the volume tax should in no event exceed three 
dollars per gallon on spirituous liquors, and that the rate of taxes on 
beverages of lower alcoholic content should be correspondingly lower. 





2 This measure reads as follows: “All taxes or excises levied by any 
State upon sales of tangible personal property, or measured by sales of 
tangible personal property, may be levied upon, or measured by, sales 
of like property in interstate commerce, by the State into which the 
property is moved for use or consumption therein, in the same manner, 
and to the same extent, that said taxes or excises are levied upon or 
measured by sales of like property not in interstate commerce: Provided, 
That no State shall discriminate against sales of tangible personal 
property in interstate commerce, nor shall any State discriminate against 
the sale of products of any other States: Provided further, That no 
State shall levy any tax or excise upon, or measured by, the sales in 
interstate commerce of tangible personal property transported for the 
purpose of resale by the consignee: Provided further, That no political 
subdivision of any State shall levy a tax or excise upon, or measured by, 
sales of tangible personal property in interstate commerce. For the 
purpose of this Act a sale of tangible personal property transported, 
or to be transported, in interstate commerce shall be considered as 
made within the State into which such property is to be transported 
for use or consumption therein, whenever such sale is made, solicited, 
or negotiated in whole or in part within that State.” 
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6. That of the combined gross revenue from the liquor traffic, derived 
by the Federal and state governments from all sources, one-half should 
inure to the benefit of the states and their localities, and the remaining 
half should be retained by the Federal Government. 

7. That in applying the principle which is stated in the preceding 
paragraph in the case of those ‘states which adopt the state stores plan 
or other form of state liquor monopoly, there should be substituted for 
gross revenue as defined in fhat paragraph, the actual profit derived 
— state liquor transactions.® 

That the Federal Government should ascertain its total gross reve- 
m.. from the liquor traffic derived from all sources, and divide that 
amount by the total population in all the wet areas in ‘the United States, 
thus establishing the Federal per capita. Similarly each state should 
ascertain its total gross revenue, including both state and local proceeds, 
and divide that amount by the total population in all of the wet areas 
in the state, thus establishing the state per capita. In the case of each 
state, the state per capita and the Federal per capita should then_be 
added, thus establishing the combined per capita for that state. The 
state’s minimum share should be one-half of the combined per capita. 
Accordingly, the Federal Government should make payments to each 


state which contains wet areas, in accordance with the following 
formula: 


Ascertain one-half of the combined per capita. Subtract from that 
amount the state per capita. Multiply the difference by the number 
of the total population in all of the wet areas in the state, thus arriving 
at the amount to be paid by the Federal Government to the state.‘ 

9. ‘That revenues from spirituous liquors which are sold for medicinal 
purposes should not be included in the foregoing computations, but 
should be separately handled, in accordance with the above stated 
perneepens, but in accordance with the method stated in the following 
paragraph. 

10. In the case of each state, the Federal Government should compute 
the amount of revenue which the Federal Government derives, by taxa- 
tion and licensing, from the sale of liquors for medicinal purposes in 
that state, and also the amount which the state derives from such 
licensing and taxing, total the two amounts, and pay to the state such 
amount as will give it not less than one-half of the total. 


7. Federal Commission 

At its meeting in May, 1934, the Commission adopted 
the following resolution. 

Resolved, That the Interstate Commission on Conflicting Taxation, on 
its own account and on behalf of the American Legislators’ Association, 
respectfully requests and petitions the President of the United States 
to appoint a Commission, of such number as in his judgment seems 
best, to study and report on the allocations of functions of government 
between Federal, state, and local jurisdictions, and on the coordination 
of Federal, state, and local revenue systems in such a way as to secure 
the most equitable distribution of the aggregate tax load, and such other 
related problems, if any, as may seem to him desirable for study. 

This resolution embodies the same purpose as that con- 
templated by the proposal, offered at the end of this report, 
for a Tax Revision Council. It is the Commission’s view 
that the resolution as incorporated in the preceding para- 
graph should receive no further consideration. It proposes, 


on the other hand, that the more mature plan suggested 
below be approved. 


8. Commission Plans 


The Commission has worked out a program of investi- 
gation which contemplates checking all recommendations 
that have heretofore been made, together with certain 
others still to be investigated, against state and Federal 
revenue statistics, in order that it may know the fiscal con- 
sequences of each plan for reducing tax conflicts. In 
general it is believed that any successful plan for legislation 
must be piecemeal in character. No program which in- 
volves a radical modification in state or Federal revenue 
policies can be considered in the light of current fiscal 
uncertainties. However, the Commission is looking for- 
ward to the development of plans for fairly substantial 
revisions to be made step by step. 


III. The Long-Range Program 


Editor’s note-——The full text of the third part of the report 
is omitted. Under this heading the following proposals 
were among those made: (1) Development in each state 
of more adequate financial statistics of state and local 
governments; (2) Comprehensive investigations by states 
of their own state and local tax_problems where such stud- 
ies have not been made; (3) Campaigns of public educa- 
tion regarding state and local taxation conducted by each 
state; (4) Enactment by Congress of a general enabling 
and consenting act respecting interstate tax compacts or 
one applicable to all compacts negotiated under the aus- 





If the Federal Government should prefer a system which would 
avoid any occasion for auditing state accounts, it could establish a fixed 
allowance for selling costs, based upon a percentage of the gross sales 
or upon a percentage of the cost of the liquor to the state. 

*It would be possible for any state to enter into a similar arrange- 
ment for sharing the proceeds of liquor revenue with its local units 
of government at any agreed ratio. 

Repeal will shift much of the cost of supervision from the Federal 
Government to state and local governments, and therefore their share 
of liquor revenues should be liberal. 
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pices of the Council of State Governments; and (5) Crea- 
tion of a Tax Revision Council to carry on a continuous 
study of conflicting taxation and to study in addition the 
reallocation of governmental functions. 


Arguments For and Against Tax Limitation 


ESIDES the stark fact that real estate tax delin- 
quencies, through inability of property owners 
to meet tax imposts, have reached unprecedented vol- 
ume, general recognition that wealth in this country 
consists in large measure of intangibles such as 
stocks, bonds, mortgages, rights to annuities, etc., 
and that income is extensively derived from such in- 
tangibles, has lead to widespread conviction, particu- 
larly in states where income taxes provide no part 
of state or local revenue, that the tax burden on real 
estate is intolerably excessive and that something 
should speedily be done about it. 


The logical remedy where changed economic con- 
ditions have rendered obsolete and inequitable a tax 
system which formerly operated with a reasonable 
degree of relation to tax paying ability would be to 
overhaul the tax laws so as to effect a fair spread of 
the necessary cost of government. But in many 
states there are constitutional barriers to a rational 
tax system which are not easily surmounted, and 
even more obstructive is the opposition to change 
by powerful interests which regard existing immu- 
nity from payment of a fair share of government 
costs as a vested interest. 


This situation, as well as others, has resulted in a 
widespread movement to seize the bull by the horns, 
and regardless of consequences on government sol- 
vency and without proposals for equitable compensa- 
tory revenue to fill the gap not practicably possible 
through reduction of government expenses, to arbi- 
trarily limit the tax which can be imposed on real 
estate. Tax limitation laws have been passed since 
the beginning of the present business depression in 
a number of states, and such measures are now pend- 
ing in many others. 

The Minnesota Institute of Governmental Re- 
search of St. Paul, Minn., has issued a _ bulletin 
entitled “Feasibility of Blanket Tax Limitation 
Laws as a Means of Reducing the Tax Burden on 
General Property in Minnesota” in which various 
arguments for and against arbitrary tax limitation 
on real estate are discussed, along with an outline of 
the history of tax limitation laws in various states 
and the results thereof. Following are the summar- 
ized arguments for and against tax limitation therein 
presented (the bulletin contains detailed discussions 
of the major points) : 


Arguments Against Tax Limitation 


(1) Evasion is usually possible through borrowing or 
raising assessments. In addition, loopholes are provided 
by certain exemptions approved by the electorate or by 
appeals to supervisory boards. In other words, tax limits 
do not limit. 


(2) Relief for the property owner means an added 
burden on the poor man whose taxes are increased and 
whose governmental benefits are reduced. Replacement 
taxes have not always improved the system of taxation. 

(3) Where such loopholes have not been available, 


reduced revenues have in many cases crippled the gov- 
ernment services. 
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(4) The apportionments of boards of allotment result 
in injustices and sometimes discrimination among the local 
units of government. 

(5) Limitations make impossible the adoption of any 
scientific budget procedure. 

(6) Assessment methods and tax machinery have not 
improved. 

(7) The pay-as-you-go policy of handling capital im- 
provements is discouraged, if not made impossible. 

(8) The credit of governmental units is imperiled. 

(9) The principle of “home rule” is violated. 

(10) If any of the changes accomplished through tax 
limitation can be admitted to be desirable, such changes 
could have been brought about through safer methods 
and without the attendant evils of tax limitation. 


Arguments in Favor of Tax Limitation 


Limitation laws result in: 


(1) Relief from the unfair tax burden on real estate 
which in turn stops the rising tide of tax delinquency, 








Court Decisions 


Bad Debt Deductions.—Petitioner, having deducted in its 
1929 return as bad debts certain notes and mortgages fore- 
closed on in 1927, final sale being held in 1929, may not 
later claim the loss for 1927 under Article 112 of Regula- 
tions 69, of 1926 Act, being bound by its election to charge 
off and claim the loss in 1929.—U. S. District Court, West. 
Dist. of Penn., in Peerless Oil & Gas Co. v. D. B. Heiner, 
Collector of Internal Revenue. No. 7356 Law. 


Basis for Determining Gain or Loss.—Basis for deter- 
mining gain or loss, on the sale by a “one man” corporation 
of stock transferred to it by the principal stockholder, is 
the same as in the hands of the transferor under Section 
204 (a) (2) and (8) of the 1926 Act, whether such transfer 
is considered a gift resulting in paid-in surplus or is con- 
sidered to have been transferred for no-par stock originally 
issued to such stockholder.—U. S. Circuit Court of Appeals, 
Dist. of Md., in Louise B. King v. United States of America. 
At Law No. 5513. 


Capital Gain.—For the purpose of the capital gain provi- 
sions of the 1928 Act, the holding period of property sold 
by a testamentary trust begins from the date of death of 
the testator, and not the date of distribution to the trust 
by the executor, even though the trust’s basis of the prop- 
erty under the 1928 Act is the value at the date of distri- 
bution to it—U. S. Circuit Court of Appeals, First Circuit, 
in The First National Bank of Boston et al., Trustees, v. 
United States of America. No. 2984. Oct. term, 1934. 

Decision of lower court (Dist. of Mass.) reversed. 





Holding period of securities sold by a residuary legatee, 
for the purpose of the capital gain provisions under the 
1928 Act; begins from the date of death of the testator and 
not from the date of distribution te the legatee. Holding 
period of rights to subscribe begins from the date of 
acquisition of the stock, which dates back to the death of 
the testator, who was the original owner of the stock out 
of which the rights arose.—U. S. Circuit Court of Appeals, 
First Circuit, in Frances G. Lee v. Commissioner of Internal 
Revenue. No. 2956. Oct. term, 1934. 

Unpublished memorandum decision of the Board of Tax 
Appeals reversed. 


Cigarette Tax Under 1918 Act.—The tax on cigarettes 
imposed by Secs. 1002 and 1005 of the 1918 Act was an 
occupational tax and not a tax on sales, and accordingly 
was not unconstitutional when applied to the manufacture 
of cigarettes which were subsequently exported. The 
imposition of the tax was not precluded by Sec. 3385, R. S. 
—U. S. Circuit Court of Appeals, Third Circuit, in Liggett 
& Myers Tobacco Company, Inc. v. United States of America. 
No. 5517. Oct. term, 1934. 

Decision of lower court (Dist. of N. J.) affirmed. 


Commissions on Loans Withheld from Principal: When 
Taxable-——Commissions on loans withheld from principal 
are taxable when the notes securing the loans are paid 
or sold, where books are kept on the cash basis.—U. S. 
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tax strikes, governmental deficits, and the loss of homes 
and farms through inability to pay property taxes. In 
addition, home owning and home building are encouraged. 


(2) A widening of the tax base thus spreading the 
tax burden more equitably, resulting in a more scientific 
tax system. 


(3) Reduction in government expenditures. 


(4) A shift of functions, such as roads and schools, 
from smaller units to the state government. 


(5) A greater degree of state aid to local units, thus 
shifting the burden on property. 


(6) Improvement in budgeting methods. 

(7) Improvement in assessing procedure, resulting in 
more accurate and fairer assessments. 

(8) Incomes reached which have not previously been 
taxed, thus making more persons aware of and interested 
in the activities of their government. 

(9) Revealing the weakness of numerous overlapping 
local governments, thus giving an unprecedented push to 
the whole movement to simplify governmental structure. 


Circuit Court of Appeals, Seventh Circuit, in Commissioner 
of Internal Revenue v. Central Republic Trust Company. 
Commissioner of Internal Revenue v. Frank M. McKey, as 
Trustee in Bankruptcy of Noel Securities Corporation. Nos. 
5340-5359. Oct. term, 1934, Jan. session, 1935. 

Constructive Receipts.—Plaintiff is held not to have con- 
structively received a cash dividend in 1922, where, as a 
condition of the purchase by the corporation of one of 
the principal stockholder’s interest therein, the latter was 
paid a cash dividend of $20,000, but plaintiff received only a 
stock dividend.—U. S. Court of Claims, in Herman Speier 
v. The United States. No. M-273. 





In lieu of alimony, petitioner gave his divorced wife a 
note for $150,000 secured by a portion of his share of a 
trust created by his father’s will. It is held that payments 
made by the trustees during the years 1925 to 1929 to the 
divorced wife out of petitioner’s share of the trust income 
were constructively received by him before they were paid 
upon his indebtedness to her, and should be included as 
income in his returns for those years, and that such part 
of the payments as represented interest on the note is not 
deductible by him.—U. S. Court of Appeals for the District 
of Columbia in John M. Longyear, Jr. v. Guy T. Helvering, 
Commissioner of Internal Revenue. No. 6277. 

Decision of Board of Tax Appeals, 28 BTA 1086, affirmed. 


Corporation Distributions—Where accumulated corpo- 
rate surplus was exhausted in 1916 by distributions there- 
from in kind leaving a deficit of surplus which reduced by 
its amount the earnings for 1916, that part of a dividend 
declared on January 18, 1917, out of net earnings of 1916, 
which exceeded the amount of 1916 earnings, was taxable 
to the recipients as a dividend from 1917 earnings.—U. S. 
District Court, No. Dist. of Georgia, in John S. Candler v. 
J. T. Rose, Collector. No. 735. At Law. 

Interest on debenture bonds was deductible under Sec- 
tion 23 (b) of the 1928 Act, and was not a dividend although 
bonds are subordinated to the claims of all other creditors; 
and the company may at its option suspend or defer the 
payment of interest, “but such suspension of payment shall 
in nowise relieve the Corporation of the obligation to pay 
the same at some future time.” It was also provided that 
the company should pay no dividend upon its stock unless 
all interest on its debenture bonds should have been paid 
in full. The bonds had a definite maturity date (unless 
sooner called), namely, June 30, 1954, although holders of 
two-thirds of the outstanding bonds might extend the date 
for all—U. S. Circuit Court of Appeals, Second Circuit, 
in Commissioner of Internal Revenue v. O. P. P. Holding 
Corporation. 


Decision of Board of Tax Appeals, 30 BTA 337, affirmed. 
Deductions on Consolidated Return—Where petitioner 
purchased entire capital stock of another corporation in 


1928, and thereafter received all of the assets, subject to 
liabilities, of that corporation in exchange for bonds of 


(Continued on page 237) 



































































































































































































































































































































































































































































ALABAMA | 

Business Licenses—Municipal Powers.— | 
* H. B. No. 30 prohibits municipalities of 
15,000 to 20,000 population to license busi- 
nesses, trades or professions done or car- 
ried on outside their corporate limits but 
within their police jurisdiction. Approved 
February 9, 1935. 

Commercial Fertilizer—xH. B. No. 61 
amends the Agricultural Code of Alabama 
of 1927, relating to fees on commercial 
fertilizers. Approved January 31, 1935. 

Gasoline, Benzine, Naphtha Inspection 
Fee.—y% H. B. No. 59 amends Art. 20 of the 
Agricultural Code of 1927 to extend the 
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| Be the above heading, report will 
be made of the introduction of and 
action taken on state tax legislation of 
importance to business interests. This 
section will be confined to pending bills 
in state legislatures, and the final report 
will be that of enactment, designated by a 
bold-faced star [%]. This feature is made 
possible through the facilities of the 
Commerce Clearing House Legislative 
Reporting Department, which furnishes a 
twenty-four hour reporting service on all 
subjects for all states. Copies of the text 
of any bill reported may be obtained for a 





inspection fee to gasoline, benzine and 
naphtha imported into Alabama. Approved 
February 5, 1935. 

_ Gasoline Pumps and Fillers.—S. B. No. 64 
imposes a privilege tax of $5 for each pump 
or filler. 

License Inspector.—H. B. No. 118 pro- 
vides for a license inspector in all counties 
having more than 150,000 population. 

Peddlers.—H. B. No. 67 amends sched- 
ule 137, Revenue Law of Alabama, relating 
to county licenses for peddlers. 


Property. Taxes — Exemptions. — H. B 
No. 14 authorizes the Tax Commission to 
exempt pulp and paper mills from state 
ad valorem taxes. Passed both Houses 
January 29, 1935. 


ARIZONA 
Adjournment.—The Legislature adjourned 
on March 21, 1935. Approvals not previ- 
ously reported and not listed below will 
be included in the next issue of THE Tax 
MAGAZINE. 

Chain Store Tax.—H. B. No. 120 imposes 
a chain store tax with rates of $2 to $400 
per store. Passed House. 

Gross Income—Sales Tax.—H. B. No. 
118 imposes a combination gross income and 
sales tax; 1 per cent on gross business of 
manufacturers, transportation, utilities, 
newspapers and radio; 2 per cent on retail 
sales (theatres, restaurants and dining cars 
exempt). Approved March 23, 1935. 

%* Licenses—Architects—S. B. No. 38 
provides for the examination and licensing 
of architects, assayers, engineers, and land 
surveyors. Approved March 5, 1935. 

Liquor.—_S. B. No. 124 enacts a new 
liquor law with same fees as present law 
but placing approval of licenses in hands of 
local authorities. Passed House. 

S. B. No. 62 gives cities power to regu- 
late and tax liquor. Passed House. 

Luxury Excise Tax.—S. B. No. 88 reen- 
acts the present luxury tax on tobacco and 
liquor; and with additional 


taxes on 
cosmetics, playing cards and _ sporting | 
goods. In hands of Governor. 


service charge of one dollar per bill. 
the March issue of THE TAX MAGAZINE are 
noted below. 
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Poll Tax.—S. B. No. 5 abolishes poll 
taxes. Passed Senate. 


Property Taxes.—H. B. No. 16 author- 
izes apportionment of taxes among parts 
of parcel assessed as a whole. Killed in 
Senate. 

%*H. B. No. 20 is an Act relating to esti- 
mated financial requirements and cancella- 
tion of taxes. Approved February 20, 1935 

H. B. No. 144 requires payment of taxes 
before deed can be recorded. Amended in 
House. 


Racing.—H. B. No. 187 legalizes dog and 
horse racing with 10 per cent cut to state 
Passed Senate. 


ARKANSAS 


Adjournment.—The Arkansas legislature 
adjourned sine die March 14, 1935. Ap- 
provals not previously reported and not 
listed below will be included in the next 
issue of THE TAX MAGAZINE. 


Alcoholic Beverages.—%S. B. No. 101 
fixes schedules, licenses, regulations, etc., 
for operation of S. B. No. 100. Approved 
February 16, 1935. 


Gasoline.—S. B. No. 265 makes gasoline 
tax rates in towns near state border the 
same as in adjoining state. Approved 
March 21, 1935. 

*S. B. No. 435 makes the gasoline tax rate 
in effect in adjoining states the rate within 
300 feet of the state line. Approved March 
27, 1935. 

H. B. No. 235 regulates collection of 
gasoline taxes adjacent to state lines. 


Income Tax.—H. B. No. 208 repeals the 
exemption provisions for corporations in 
state income tax law and reduces individ- 
ual exemptions. Killed by Senate. 

H. B. No. 474 increases income tax rates 
in upper brackets. 





222 


ax 





Loan Brokers.—S. B. No. 354 regulates 
and licenses brokers of loans of $500 or less, 
Passed Senate with amendments. 


Milk.—H. B. No. 333 authorizes munici-| 
| pal regulation of distribution of milk and|/ 


milk products. Approved March 19, 1935. 


| 

Music.—S. B. No. 263 taxes the right to 

collect royalties on music rights and copy- 
rights. Passed Senate. 
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Omnibus Tax Bill.—H. B. No. 496 taxes J mot 


tobaccos, ammunition, candy, gum, playing / 
cards, cosmetics, soft drinks, electricity, | 
mechanical refrigerators, autos, tires and 

tubes, sporting goods, natural gas, oil and 
gas pipe lines, water pipe lines, telephone 

and telegraph poles, checks, drafts and 

amusements. Withdrawn March 8, 1935. 


Peddlers—H. B. No. 377 licenses non- 


resident peddlers. 


lates the sale of real and personal property 
for unpaid taxes. Approved March 20, 
1935. 

*S. B. No. 300 requires assessors to list | 
all property owners and their properties | 
alphabetically. Approved March 20, 1935. | 

*S. B. No. 302 requires assessment of new 
businesses begun after assessment 
Approved March 20, 1935. 


*S. B. No. 448 provides for redemption of ‘ 


lands sold for delinquent improvement dis- 
trict taxes. Approved March 13, 1935. 

H. B. No. 270 fixes the time for attaching 
of liens for general and improvement dis- 
trict taxes. WVetoed March 30, 1935. 


Property Taxes — Personalty. — %H. 3 
No. 257 provides for publication of delin- 
quent personal property tax lists. Ap- 


proved March 21, 1935. 


Sales Tax.—¥S. B. No. 85 imposes a 2% 
emergency tax from May 1, 1935 to June 
30, 1937 on retail sales of property and 
exchanges of tangible personal property; 
all retail sales of property or goods by 
restaurants, etc., auctioneers, photostaters, 
blue-printers and funeral directors; all ad- 
missions to places of amusement; and all 
retail sales of electric power and light, gas, 
water, telephone use, and messages and 
telegrams. Exempted sales include sales 
prohibited by State or Federal Constitu- 
tion, goods otherwise taxed to the extent 
of such other tax, medicines and certain 
specified foods necessary to life; hospitals 
and government charities may obtain re- 
funds of the tax paid. The tax is collectible 
by the retailer from the consumer; monthly 
returns are required beginning June 15, 
1935, and an annual return on February lI. 
Approved March 28, 1935. 
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Approved March 26, 1935. j 
Property Taxes.—%xS. B. No. 218 regu- J 
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CALIFORNIA 


Amusements.—S. B. No. 915 provides for 
a 10% tax on all theater and amusement 
admissions. 


Fishing.—S. B. No. 1028 amends Sec. 1028 
and adds Sec. 428.5 to the Fish and Game 
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Franchise Tax.—A. B. No. 155 amends 
the Bank and Corporation Franchise Tax 


A. B. No. 1597 relates to the payment of 
bank and corporation taxes. 

A. No. 65 amends Art. 13 of the 
Constitution, by adding Sec. 17 thereto 
relating to taxation. ° 


Highway Transportation.—A. B. No. 2372 
relates to exemptions under the Highway 
Transportation Act. 


Inheritance Tax.—A. B. No. 1078 pro- 
vides that a beneficiary shall pay no more 
inheritance tax than he receives from the 
estate. 


Motor Fuels.—S. C. A. No. 22 relates to 
motor vehicle fuel license taxes. 


Motor Vehicles.—S. B. Nos. 719, 720 
amend the Vehicle Code relating to the 
operation and registration of vehicles. 

A. B. No. 37 exempts motor vehicles used 
by unemployment cooperatives in relief 
from State license fees. Passed 
both houses, March 12, 1935. 

H. B. No. 170 provides for the estab- 
lishment of a new motor vehicle code. 
Passed both houses, March 3, 1935. 


Property Taxes.—S. B. No. 296 amends 
Sec. 3627 of the Political Code, relating to 
assessment. 

S. B. No. 415 relates to the priority of 
State taxes. 

S. B. No. 941 provides for graduated tax 
on any holdings held out of productive use. 

S. B. No. 967 relates to taxation. 

Property Taxes—Personalty.—S. B. No. 
47 makes personal as well as real property 
subject to taxation by county fire protec- 
tion districts. Passed Senate. 

Public Utilities and Railroads.—A. B. No. 
239 taxes privately owned public utilities 
and railroads 3% on net receipts. Passed 
House. 


Sales Tax.—A. B. No. 1845 relates to sales 
tax exemptions. 

Securities —A. B. No. 1818 provides fora 
tax on the purchase and sale of securities. 

Severance Tax.—A. B. No. 1095 relates 
to severance taxes on natural resources. 

Stock and Bond Transfers.—A. B. No. 750 


} taxes stock transfers 214% and bond trans- 


fers 1% and exempts government bonds. 


COLORADO 


Agricultural Products.—H. B. 289 regu- 
lates and licenses dealers in agricultural 
products. Passed House. 


Inceme Tax.—H. B. 487 imposing a grad- 
uated tax on net income of individuals and 
corporations passed both houses. The 
Governor is expected to withhold approval 
pending an opinion from the Attorney Gen- 
eral as to the constitutionality of the measure. 


Inheritance Tax.— eH. B. No. 81 amends 
the inheritance tax law of 1927. Approved 
February 28, 1935. 

H. B. 172 relates to the imposition of 
the inheritance tax. Passed House. 


PENDING STATE TAX LEGISLATION 


Licensed Foods.—S. B. 245 requires all 
places preparing foods to be licensed. 
Passed Senate. 


Motor Fuel.—H. B. 595 provides for the 
collection of a road and gasoline tax for 
use of the highways by transporters for 
hire. Passed House. 


Motor Vehicles.—H. B. 531 relates to 
ownership of motor vehicles. Passed 
both houses. 

H. B. 532 requires registration by owner 
in the county of residence only. Passed 
both houses. 


Property Taxes.—H. B. 772 relates to 
collection, tax certificates, deeds and titles. 
Passed House. 


CONNECTICUT 


Alcoholic Beverages.—S. B. No. 373 per- 
mits sale of alcoholic beverages on club 
permits. Killed in both houses. 

H. B. N 
mits. Killed in House. 

H. B. No. 382 removes the limitation on 
sale only in quarts of liquor by package 


stores. Killed in both houses. 
H. B. No. 571 permits sale of liquor in 
clubs. Killed in both houses. 


H. B. No. 591 gives restaurant liquor 
permittees the same rights as hotel liquor 
permittees. Killed in Senate. 

H. B. 1102 amends the liquor control act 
Killed in both houses. 


Auctioneers.—H. B. No. 1083 licenses 
auctioneers, $25 for residents, $50 for non- 
residents. Killed in House. 


Banks and Insurance.—S. B. No. 544 re- 
peals deduction of real estate taxes paid 


in computing tax due under Chaps. 67 and 
68, Stats. 


Collection Agencies.—S. B. No. 616 re- 
quires $5,000 bond and $10 license fee of 
collection agencies. Killed in Senate. 


Fishing.—H. B. No. 875 licenses commer- 
cial shell fishing and prohibits such fishing 
to nonresidents. 


Gasoline.—H. B. No. 54 increases gaso- 
line tax fees from 2¢ to 3¢ per gallon. 
Killed in both houses. 

H. B. No, 622 prohibits curb pumps after 
May 1, 1937. Killed in both houses. 

H. B. 994 amends Stats. Sec. 1676 regard- 
ing tax on fuel and oil sold municipalities. 


Horse Racing.—S. B. No. 644 legalizes 
and licenses horse-racing and pari-mutuel 
betting under commission supervision and 
taxes the latter. 


Inheritance Tax.—S. B. No. 92 provides 
that deposit boxes only be opened on own- 
er’s death by tax commissioner or his agent, 
and that property held jointly be taxable on 
transfer to survivor. 


Insurance.—See “Banks and Insurarice.” 


Milk.—H. B. No. 111 fixes minimum milk 
license fees. 


Motor Vehicles —S. B. No. 59 concerns 
temporary motor vehicle registrations. 
Approved March 19, 1935 

S. B. No. 660 licenses motor vehicle deal- 
ers and repairmen. 

S. B. No. 666 concerns motor vehicle reg- 
—; 

. No. 396 requires proof of $1,000 
hecaiel responsibility in property damages 


o. 341 concerns hotel liquor per- 
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as prerequisite to motor vehicle 
tration. 
H. B. No. 611 fixes motor vehicle oper- 
ators’ fees at $1. Killed in both houses. 
H. B. No. 612 makes trackless trolleys 
subject to motor vehicle registration law. 
Killed in both houses. 


Poll (Personal) Tax.—H. B. No. 991 im- 
poses a $2 tax per person between ages 18 
and 50. 

H. B. No. 1004 increases the penalty for 
unpaid personal tax from $.25 to $1. 


Property Taxes.—S. B. No. 543 provides 
for continuing tax liens where collection 
has been deferred. Killed in both houses. 

S. B. No. 545 concerns sale of real estate 
for taxes. Killed in both houses. 

S. B. No. 552 authorizes continuation of 
tax liens for two months by certificate be- 
vond present period, in municipalities over 
25,000. Killed in both houses. 


S. B. No. 553 amends Sec. 332b, Chap. 63 
of 1930 G. S., to change interest rate on 
unpaid taxes. 

S. B. No. 594 provides for extension of 
tax liens, their lapse after 15 years, and suit 
for their foreclosure. Killed in both houses. 


regis- 


DELAWARE 


Motor Fuels.—S. B. No. 122 provides for 
the imposition of a tax on motor fuels for 
public highways. 


Motor Vehicles.—%S. B. No. 23 amends 
Ch. 10, Volume 36, Laws of Delaware, as 
amended by Ch. 10, Volume 37 and Ch. 27 
Volume 38, Laws of Delaware. Approved 
Feb. 18, 1935. 

S. B. No. 82 imposes a tax upon com- 
mercial motor vehicles. 


Property Taxes.—S. B. No. 175 discon- 
tinues the levying and collection of taxes 
in all counties of this State for road pur- 
poses, and limits the total tax rate in said 
counties for county purposes. Passed 
Senate. 


Property Taxes — Exemptions.—S. B. 
No. 100 amends Ch. 44, R. C. 1915 relating 
to the exemption of certain property from 
taxes or assessment. 

*H. B. No. 61 exempts new indus- 
trial plant property from taxation in Clay- 
ton. Approved March 11, 1935. 


Property Taxes—Receiver of Taxes in 
New Castle County.—S. B. No. 99, amends 
Ch. 45, R. S. 1915 by defining the powers 
and duties of the Receiver of Taxes and 
County Treasurer of New Castle County. 


Tax Liens.—S. B. No. 88 amends Ch. 79, 
R. S. 1915, relating to lien of taxes. Passed 
Senate. 

*H. B. No. 62 provides that taxes as- 
sessed against property in the town of 
Clayton shall remain a lien for three years 
ef the due date. Approved March 6, 
1935. 


GEORGIA 


Adjournment of iy onan a Pirkote 1935 
regular session of the Georgia Legislature 
was adjourned sine die on March 23, 1935. 
Laws enacted which are not reported below 
and which have not been previously listed 
will be reported in the May issue of THE 
Tax MAGAZINE. 


Additional Tax.—y%H. B. 561 imposes an 
additional tax for support of government. 
Approved March 28, 1935. 
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Alcoholic Beverages.—yH. B. 90 imposes 
a tax of $500 on manufacturers of beer and 


$250 for each place of business. Approved 
March 23, 1935. 


Books.—H. B. 676 imposes a license tax 
on each person collecting rents or fees 
from copyright music, books, etc. Passed 
House. 


Constitutional Amendments.—S. B. 40 
proposes to amend the constitution to ex- 
empt industries manufacturing paper from 
wood pulp from taxation. Passed both 
houses. Vetoed March 28, 1935. 

H. R. 12 proposes an amendment to al- 
low classification of property for taxation. 
Adopted in both houses. 


Corporation Tax.—S. B. 183 requires cor- 
porations to report their property for taxes 
in each county where located. 


Filling Stations.—H. B. 550 repeals pro- 
vision for tax on filling stations. Passed 
House. 


Income Tax.—H. B. 710 levies an ad- 
ditional income tax on income of certain 
securities. 

H. B. 879 amends the income tax Act of 
1931. 


Insurance Tax.—H. B. 876 imposes a 
privilege tax upon insurance written on 
risks located in state. 


Laundries.—H. B. 740 provides for a tax 
on laundries and dyeing establishments. 


Motion Pictures.—S. B. 192 regulates mo- 
tion picture business in state. 


Motor Fuel Tax.—H. B. 640 amends the 
occupation tax on distributors of gasoline 
and kerosene. Passed House. 


Motor Vehicles.—%H. B. 1 ratifies Gov- 
ernor’s order suspending collection of por- 
tion of license fee accruing since Jan. l, 
1933. Approved Feb. 1, 1935. 

%* H. B. 2 fixes passenger and truck license 
fees at $3.00. Approved Feb. 1, 1935. 


_ Municipal Licenses.—S. B. 228 author- 
izes counties to tax business outside munici- 
palities. Passed Senate. 


Occupation Tax.—H. B. 70 reduces occu- 
pation tax in certain counties. Passed both 
houses. 


Oleomargarine.—yxH. B. 392 imposes a tax 
on oleomargarine. Approved March 21, 
1935. 

Paint.—H. B. 887 levies a tax of 1¢ per 
gallon on paint. 


Personal Property Exemption.—H. B. 32 
exempts $500 in personal property of fam- 
ily heads from taxation. Passed both 
houses. 


Property Taxes.—S. B. 173 and 175 pro- 
vide for redemption of land sold for taxes 
by municipal authorities. Passed both 
houses. 


H. B. 80 amends the constitution by ex- 
empting 50 acres of land from taxation. 
Passed House. 


Royalties Exemption.—yxH. B. 724 repeals 
the exemption from taxation of royalties 
received from U. S. patents. Approved March 
26, 1935. 


Tax Sales—H. B. 251 changes time for 
redemption. Passed House. 


H. B. 843 provides for purchase by 
counties of property sold under tax execu- 
tions. 
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IDAHO 


Adjournment.—The Regular Session ad- 
journed on March 7, 1935, and the First 
Special Session convened on March 8, 1935. 


Bees.—%S. B. Nos. 98 and 99 levy a tax 
~ 3¢ ee colony on bees. Approved March 
193 


Motor Vehicles —,S. B. No. 1 provides 
for drivers’ licenses with fee of $1. Ap- 
proved March 5, 1935. 


Property Taxes.—%H. B. No. 6 extends 
time for redemption from assessments made 
for special improvements. Approved Feb- 
ruary 15, 1935. 

* H. B. No. 122 exempts disabled veter- 
ans from tax. Approved March 16, 1935. 

*S. B. No. 105 prohibits removal of tim- 
a taxes unpaid. Approved March 2, 
1935. 


Idaho—First Special Session 
Adjournment.—The First Special Session 
of the Legislature adjourned on March 20, 
1935. New laws not listed below will be 
included in the next issue. 


Chain Store Tax.—H. B. No. 45 subjects 
gasoline stations to chain store tax law. 
H. B. No. 47 redefines the word “store.” 


Income Tax.—H. B. No. 12 increases in- 
come taxes. Passed House. 

H. B. No. 22 levies 3 per cent net income 
tax on mines. Passed Senate. 


Inheritance Tax.—H. B. No. 11 amends 
inheritance tax law. Passed Senate. 


Intangibles—H. B. No. 34 levies an ex- 
cise tax on intangibles. 


Motor Fuel Taxes.—H. B. Nos. 14 and 
85 impose tax of 1% mills on motor fuel. 


Sales Tax—H. B. No. 76 imposes 2 
per cent tax on retail sales and certain 
services and amusements. Tax collections, 
under the law, began March 15. Approved 
March 20, 1935. 


Utilities —H. B. No. 17 increases gross 
receipts tax on express companies to 6 per 
cent. 

ay B. No. 19 raises kilowatt tax to one 
mill. 

H. B. No. 21 levies tax on telephone and 
telegraph companies. 

B. No. 30 provides for assessment of 
sleeping car companies. 

H. B. No. 31 provides for assessment of 
car companies. 

H. B. No. 42 provides for assessing oper- 
ating property of utilities. 

B. No. 82 imposes excise tax of 2 
per cent on gross revenues. 


ILLINOIS 


Booking Agencies.—Brings booking agen- 
cies and theatrical agencies under the pri- 
vate employment agencies Act. 


Coal Mine License Fees.—S. B. No. 191 
allocates coal mine license fees and im- 
poses tax of 2¢ a ton on coal mined. 

S. B. No. 205 requires strip coal mines to 
pay an annual license fee of $12,000 and 
file a bond, in the amount of $100,000, to 
guarantee compliance. 


Gasoline Tax.—S. B. No. 208 increases 
the gasoline tax to 4¢ a gallon. 
House Joint Resolution No. 19 memori- 


alizes Congress to repeal the Federal gaso- 
line excise tax. 


April, 1935 AY 
H. B. No. 388 removes provision for the} H. E 
retention of 2% of collections under the}Sheriff 
Motor Fuel Tax Act. may a 
H. B. No. 409 increases the gasoline tax Pro] 
from 3¢ to 4¢ per gallon until July 1, 1937. B. No 
H. B. No. 608 relates to the licensing of | real es 
blenders of motor fuels and the inspection “a ai 
of motor fuels transported into the State. van 
Gross Income Tax.—H. B. No. 400 im-} past d 
poses a 1% gross income tax on all per-} install 
sons, firms and corporations to replace} 4.» 
real estate tax. to pr 
Insurance.—H. B. No. 494 amends Sec. 1] | feited 
of “An Act in relation to the taxation of | terest 
non-resident corporations, companies and | Court 
associations for the ‘privilege of doing an | taxes 
insurance business in the State.” “ 
Licensing of Master Plumbers.—H. B.} jue r 
No. 367 requires the regulation and licens- } ment: 
ing of master plumbers by the Department ; 
of Registration and Education. deem 
Licensing of Real Estate Brokers——H.B.} Pre 
No. 387 provides for the examination of | valid 
applicants for real estate brokers’ licenses. } and c 
Motor Vehicles.—S. B. No. 230 relates to | a 
motor vehicle license fees and provides that | \farc 
busses and trucks carry flares. Also regu-| 
lates speed limit. lto at 
H. B. No. 28 provides that automobile | comr 
registration fees shall start at $2 and run | for t 
to $12.50. dum. 
H. B. No. 30 requires licensing of auto H. 
drivers at 25¢ for 3 years and chauffeurs } shall 
at $5 for first year and $3 for renewal. that 
H. B. No. 31 is similar to H. B. No. 30.| Shal 
Municipal Bond Issues.—H. B. No. 377} H. 
permits cities and villages to issue bonds | coun 
without a referendum to replace monies | and. 
lost in closed banks that were collected H 
to pay special assessments. to le 
Natural Gas.—H. B. No. 423 levies a tax| , P! 
of 10¢ per thousand cubic feet on natural the 
gas to be placed in Old Age Pension Fund. as 
Non-Profit Corporations.—S. B. No. 134] g, 
requires corporations not for profit to file}. s fj 
annual report with the Secretary of State, } 30, 
accompanied by a $5 filing fee. Passed } s.1, 
Senate on March 5. "Ss. 
Property Taxes—General.—H. B. No. . i 
524 amends Sec. 192 of an “Act for the} ° | 
assessment of property and for the levy Tra 
and collection of taxes.” ui 
H. B. No. 629 repeals provision relating . 
to the recording of transcript of taxes. mee 
H. B. No. 631 is an Act for the assess- R 
ment of property and for the levy and col- § “*' 
lection of taxes. Sar 
Property Taxes—Assessing Officials.— E 
S. B. No. 218 eliminates office of township § fro: 
assessor. a 6S 
S. B. No. 219 assigns duties of township 
assessors to county treasurer, or board of I 
assessors, or to county assessor, as deter- § tax 
mined by the population of the county. B sup 
Property Taxes—Collectors.—S. B. No. No 





226 reduces the bond of a town or district 
collector from 10% to 5%, based on larg-§ 
est annual collection during preceding 3) 
years, rather than preceeding 5 years. 


H. B. No. 238 amends the Revenue Act . 


to provide that bonds of county collectors | on 
shall be at least 5% of amount of taxes. § bel 
Passed House on February 19 and Senate § inc 
on February 28. M: 
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for the} H. B. No. 417 eliminates provision that 
ler the |Sheriffs in counties under commission form 
may act as tax collectors. 
ine tax} Property Taxes—Delinquent Taxes.—S. 
L, 1937, B. No. 243 provides that forfeited taxes on 
sIN§ Of} real estate for 1933 and preceding years may 
greg be paid in ten annual installments. 
State} iB. No. 336 relates to the payment of 
100 im-} past due and unpaid taxes on real estate in 
ll per- | installments. 
replace} 1. B. No. 366 amends the Revenue Act 
to provide that in case of property for- 
Sec. 11 | feited to the State for taxes, persons in- 
tion of | terested may file a petition in the County 
es and} Court and offer to pay all such delinquent 
ing an} taxes plus 6% interest per annum, which 
shall be accepted in full payment. 
H. B. No. 556 provides for paying past 
-H. B.} due real estate taxes in ten equal install- 
licens- | ments. 
rtment} H. B. No. 568 provides method of re- 
deeming taxes. 
—H.B.| Property Taxes—Levies.—S. B. No. 74, 
tion of | validating certain appropriation ordinances 
censes. | and certain tax levy ordinances, heretofore 
adopted by the Board of Trustees of any 
lates to | Sanitary District. Passed by the Senate on 
les that | March 13. Same as H. B. No. 244. 
> regu-| 4S. B. No. 103, permitting park boards 
'to acquire and maintain recreational and 
mobile | community centers if a one mill special tax 
nd run | for the purpose is authorized by referen- 
i}dum. Approved on February 27, 1935. 
>of auto} H. B. No. 420 provides that city council 
uffeurs | shall take over duties of town meetings and 
al. that town clerks’ and city clerks’ offices 
N shall be consolidated and levies for poor 
oe ge ° ° 
| relief be made by city council. 
Yo. 377 H. B. No. 581 permits the levying of 
bonds | county taxes for payment of poor relief 
monies | and abolishes county farms. 
lected H. B. No. 593 gives counties the right 
to levy for poor relief. 
oe Property Taxes—Penalties. — Removes 
natural | the forfeiting of property for special as- 
. Fund, | sessment levies and fixes penalty of 5% on 
all taxes instead of 10%. 
No. 134) gales Tax (Retailers’ Occupation Tax).— 
to file} s B. No. 207 increases the rate of tax to 
F State, } 30%, from March 16, 1935 to July 1, 1937. 
Passed | Same as H. B. No. 410. 
S. B. No. 245 authorizes the Department 
B. No, | of Finance to issue metal sales tax tokens 
for the | Of 1, 2 and 5 mills to retailers, upon re- 
ie levy | quest, to be sold and redeemed by the 
“ |] Department at face value. 
wieting H. B. No. 401 repeals the Retailers’ Oc- 
xes, 4 cUpation Tax Act. 
nen H. B. No. 411 broadens the base of the 
nor pert Retailers’ Occupation Tax Act to include 
} over 100 occupations and _ professions. 
Same as S. B. No. 210. 
cials.— H. B. No. 604 excludes bread and milk 
wnship § from the Retailers’ Occupation Tax Act. 
See also “Utilities,” below. 
wnship | 
oard of § Utilities —S. B. No. 209 imposes a 3% 
; deter- § tax on the gross receipts of public utilities 
inty. supplying water, gas or electricity, whether 
_ | privately or publicly owned. Same as H. B. 
B. No. No. 412. 
district 
yn larg- § 
ding 3} 
ars. INDIANA 
ue Act Adjournment.—The Legislature adjourned 
llectors § on March 7, 1935. New laws not listed 
F taxes. below and not previously reported will be 
Senate § included in the next issue of THE Tax 


MAGAZINE. 
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Chain Store Tax—yH. B. No. 407 
amends the chain store tax to double the 
fee in cases of delinquency for 30 days or 
more. Approved March 9, 1935. 


Gasoline Tax.—y%eH. B. No. 91 amends 
the gasoline license fee law of March 8, 
1933. Approved March 5, 1935. 


Inheritance Tax.— eH. B. No. 337 allows 
exemption from penalty for delinquent 
schedules if filed by January 1, 1936. Ap- 
proved March 7, 1935. 


Intangibles—y%H. B. No. 441 taxes 
building and loan associations. Approved 
March 12, 1935. 

*H. B. No. 443 defines intangibles and 
provides for assessment thereof. Approved 
March 12, 1935. 


License Taxes.—%S. B. No. 161 licenses 
tourists’ camps; fees $5 to $20. Approved 
March 11, 1935. 


Motor Vehicle Dealers.— eH. B. No. 147 
licenses dealers in used motor vehicles and 
used parts. Approved March 1, 1935. 


Motor Vehicles.—% H. B. No. 92 amends 
the motor vehicle license law of March 14, 
1925. Approved February 25, 1935. 

*H. B. No. 153 repeals 1933 motor car- 
rier law and levies gross weight tax. Ap- 
proved March 13, 1935. 

S. B. No. 315 amends motor vehicle regis- 
tration law. Killed in Senate. 


Property Taxes.—%H. B. No. 285 amends 
the tax levy limitation law. Approved March 
7, 1935. 

*H. B. No. 403 authorizes tax levy to 
retire bonds on court houses. Approved 
March 7, 1935. 

*H. B. No. 493 prohibits charging delin- 
quent taxes on one tract of land to another 
owned by same person. Approved March 
12, 1935. 

*S. B. No. 142 provides for the payment 


of delinquent taxes. Approved March 9, 
1935. 


IOWA 


Income Tax.—H. B. No. 158 fixes per- 
sonal exemptions at $1,000 for single, $1,800 
for married and $200 for dependents. In- 
definitely postponed. 


S. B. No. 78 same as H. B. 158 above. 


Intangibles Taxes.—H. B. No. 166 pro- 
poses to coordinate the taxation of public 
securities and repeal exempt features. 

H. B. No. 169 requires money and credits 
of foreign corporations to be taxed at place 
of business in Iowa. 

H. B. N6. 220 exempts cemeteries and 
benevolent groups from money and credit 
taxes, 


Motor Vehicles.—H. B. No. 68 licenses 
small trailers for $1. Withdrawn. 
H. B. No. 194 requires payment of old 


age pension tax before motor vehicle regis- 
tration can be issued. 


S. B. No. 2 exempts fire apparatus from 
truck tax. Withdrawn. 


S. B. No. 98 provides for a $5 fee on trail- 
ers of one ton or less. 


H. B. No. 49 includes tractors in taxable 


property. Passed House. 


H. B. No. 147 levies graduated real es- 


tate tax on 320 acres or more. 













phone lines from taxation. 
postponed in House. 


income 
amendments relate to determination and 
computation of gain or loss and deductions. 


proved March 13, 1935. 
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H. B. No. 188 permits tax levying bodies 


to appeal from decisions of State Board of 
Assessment and Review. 


H. B. No. 189 prohibits change in assess- 


ment after September lst. 


H. B. No. 235 exempts nonprofit tele- 
Indefinitely 


S. B. No. 88 provides for assessing prop- 


erty on earning basis. 


Sales Tax.—H. B. No. 196 exempts sales 


to fraternal and charitable institutions from 
sales tax. 


H. B. No. 253 prohibits adding sales tax 


to purchase price. 


Tobacco.—H. B. No. 195 repeals ciga- 


rette license bond. 


Utilities —H. B. No. 227 provides for util- 


ity statement to State Tax Board. 


KANSAS 
Adjournment of Legislature—The 1935 


regular session of the Kansas Legislature 
which convened on January 8, 1935, ad- 
journed sine die on March 13, 1935. 
following have been enacted into law or 
vetoed. Further approvals will be listed in 
the next issue of THe TAx Macazine. 


The 


Gasoline Tax.—%H. B. No. 96 provides 


for statewide gasoline tax exemption on 
interstate aviation. 


1935. 


Approved March 13, 


Income Tax.—yxH. B. No. 213 amends the 
tax law extensively. Principal 


The rate of tax was not changed. Ap- 


Inheritance Taxes.—xH. B. No. 378 au- 
thorizes the reinventory and reappraisal of 


estates making unsatisfactory returns. Ap- 


proved March 13, 1935. 


Motor Vehicles.—%xS. B. No. 421 amends 
the motor vehicle ton mileage tax law 
comprehensively. Approved March 14, 
1935. 

*H. B. No. 633 provides that bus re- 
turns for the ton mileage tax shall be made 
on the 15th instead of the 25th of the 
month. Approved March 13, 1935. 


%*H. B. No. 635 provides that truck re- 
turns for the ton mileage tax shall be made 
on the 15th instead of the 25th of the 
month. Approved March 7, 1935. 

*H. B. No. 636 repeals provisions for 
regulation of buses and trucks. Approved 
March 13, 1935. 


Property Taxes.—%S. B. No. 162 pro- 
vides that execution sales of real estate 
be held in the city where the judgment 
was rendered. Approved March 14, 1935. 


*S. B. No. 241 provides for a tax levy 
of four mills on all intangible property in 
a County. Approved March 14, 


*S. B. No. 243 imposes a tax levy for 
emergency warrants in Kansas City. Ap- 
proved March 14, 1935. 

S. B. No. 256 fixes the county tax rate 
at from 3 mills to one and six-tenths mills 


— to valuation. Vetoed March 13, 


*S. B. No. 259 provides for an additional 
tax levy of two mills in lieu of the issuance 































































































226 


of public improvement bonds. 
March 14, 1935. 

*H. B. No. 15 provides for redemption 
of land bid off by county for non-payment 
of taxes. Approved February 25, 1935. 

*H. B. No. 158 repeals the provision 
that exempts fraternity houses from taxa- 
tion. Approved March 13, 1935. 

H. B. No. 167 repeals the provision 
that exempts municipal cemeteries from 
taxation and attachment. Approved March 
13, 1935. 

KH. B. No. 222 provides for a limitation 
of tax levies and totals for cities of the 
third class. Approved March 7, 1935. 

* H. B. No. 403 repeals the provision for 
a tax levy for certain community high 
schools. Approved March 13, 1935. 

%*H. B. No. 468 authorizes a tax levy 
for refunding emergency warrants. Ap- 
proved March 8, 1935. 

*H. B. No. 623 authorizes the refunding 
of penalties on certain delinquent taxes. 
Approved March 13, 1935. 


Tobacco.—¥%S. B. No. 431 amends the 
cigarette tax law comprehensively. Ap- 
proved March 13, 1935. 


Utilities Taxes.— yx H. B. No. 289 assesses 
gross income of public utilities for hearings 
and administration by public service com- 
mission. Approved March 7, 1935. 


Approved 


KENTUCKY 
The Second Special Session of the Ken- 


tucky Legislature, called on February 8, | 


1935 to consider the revision of primary 


— laws, adjourned on February 27, 


MAINE 


Income Tax.—H. B. No. 1359 and H. B. 
No. 1361 provided for a state income tax 
law. 


Inheritance Tax.—H. B. No. 1318 ex- 
empts charitable institutions from chari- 
table and estate taxes. 


Motor Vehicles.—H. B. No. 
vides for a 40% 
tration fees. 


Property Taxes.—S. B. No. 410 amends 
law relative to enforcement of tax liens. 

S. B. No. 439 revises the method of 
assessment of taxes and review thereof. 

H. B. No. 203 provides that tax notices 
and demands shall be served like writs. 
Killed in House. 

H. B. No. 1239 amends the tax lien law. 

H. B. No. 1357 levies a 3% tax on intangi- 
bles and personal property. 


Sales Tax.—H. B. No. 
2% general sales tax. 


: 1240 pro- 
reduction on auto regis- 


1356 imposes a 


MARYLAND 


Alcoholic Beverages.—H. B. No. 206 ex- 
empts canteens located in National Guard 
camps in the State from the payment of 
fees for a State license to sell beer. 


H. B. No. 310 changes the computation 
of license fees and provides for minimum 
license fees. 


Cigarettes.—H. B. No. 234 decreases the 


license fee for the sale of cigarettes from 
$25 to $10. 


Constitutional Amendment.—H. B. No. | 
375 proposes an amendment to Art. 15 of | 
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the Declaration of Rights of the Constitu- 
tion, limiting the amount of tax levy. 

S. B. No. 189 proposes to prohibit the 
levying of taxes upon real or tangible per- 
sonal property for the support of the State 
Government or to pay the principal or in- 
terest of any State debt except debts out- 


|standing January 1, 1937. 


Gasoline Tax—Motorboats.—S. B. No. 
3 amends Sec. 219, Art. 56, Annotated 


| Code (1929 Supplement), to exempt motor- 


boats from payment of the gasoline tax. 
Passed Senate February 8, 1935; passed 
House February 22, 1935. 


Gross Retail Sales Tax.— eH. B. No. 532 
imposes a tax at the rate of 1 per cent 
upon persons engaged in the business of 


| selling tangible personal property in the 


State at retail and upon all sales made by 
such persons after April 1, 1935, subject 
to exemption of sales of gasoline already 
taxed, sales of farm produce by the grower 
to consumers, sales of fluid milk and of 
bread in loaf form to the consumer, and 
the sale of newspapers. After provision 
for “administrative expenses and tax re- 
funds, receipts” from the tax are allotted 
to the “Emergency Relief Fund” and to 
pay or contribute to the payment of old 
age pensions. 


Inheritance Tax.—H. B. No. 251 imposes 
a direct inheritance tax of 1% and in- 
creases the collateral inheritance tax from 
5% to 74%. 

*S. B. No. 180 (Ch. 90) adds Sec. 104A 
to Art. 81 of the Annotated Code (1929 
Supplement) and amends Secs. 105, 106, 
116, 117, 118, 119, 120, 124, 126, 127, 128, 129 
and 131 of said Article, increasing the tax 
imposed upon collaterals from 5% to 72% 
and imposing a tax of 1% upon certain 


direct inheritances. Approved March 16, 
1935. 


Motor Vehicle Registration.—S. B. 
No. 35 adds a new class of trailers with one 
wheel for registration by the Commission- 
er of Motor Vehicles. Passed Senate 
—? 19, 1935; passed House March 13, 
1935. 


S. B. No. 86 eliminates the provision re- 
quiring chauffeurs to secure annual licenses. 
Passed Senate March 1, 1935. 


Property Taxes.—H. B. No. 301 provides 
for the payment of taxes in monthly install- 
ments. 


H. B. No. 344 amends Sec. 6 of Art. 81, 
Annotated Code (1929 Supplement) relat- 
ing to the taxation of tangible personal 
property owned by domestic ordinary busi- 
ness corporations. 


*S. B. No. 76 fixes the State tax rate 
for 1936 and 1937 at 22 cents per year. 
Approved March 16, 1935. 


S. B. No. 175 authorizes the payment of 
taxes in installments. 


Property Taxes— Exemptions.—S. B. 
No. 59 grants exemption from taxation to 
certain vessels in foreign and coastwise 
commerce and certain large aircraft until 
ee 31, 1945. Passed Senate March 1, 
1935. 


Sales Tax.—S. B. No. 190 provides for the 
levy and collection of a tax upon sales of 
tangible personal property at retail. 
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MASSACHUSETTS 


Milk.—H. B. No. 1489 licenses and bonds 
milk and cream dealers. Passed House. , 
H. B. No. 1490, relative to the sale and 

distribution of milk. Passed House. 


Property Taxes.—S. B. No. 388 relates 
to interest on unpaid taxes. 
S. B. No. 389 amends the provisions of 


law relative to exemptions of property from 
taxation. | 


MICHIGAN 


Automobile Sales Tax.—H. B. 294 im. 
poses a 2% tax on retail sale of automobiles. 


Capital Stock Tax Exemption.—S. B. 199 
exempts banks and corporations from the 
re tax on capital stock owned by 

. S. Passed Senate. 


gle on Taxes.—H. B. 275 allows 2% 


discount on taxes paid by Jan. 20 of each | 
year. 


Exemptions.—H. B. 257 allows world 
war veterans same real estate exemption 
as enjoyed by veterans of other wars. 


Allows homestead of $1500 for persons 65 hol 
Ww 


years or older. 


Homestead Exemption.—S. B. 150 ex- 
empts homesteads of $3500 for persons over 
65 years. 


Homesteads Tax.—H. B. 271 repeals tax 
on state homestead and state swamp lands. 


Ice Cream—Retailer’s Tax.—S. B. 203 in- 


creases the retailer’s tax on ice cream from jj 
$5 to $10. 


Income Tax.—H. B. 50 imposes an an- 
nual income tax on persons and fiduciaries. 
Passed House. 


Mortgage Tax.—S. B. 216 prohibits fore- | 


closure of mortgage until mortgage tax 
paid. 


Motor Vehicles—Weight Tax.—H. B. 292 © 


increases motor vehicle weight taxes. 
Painting and Paper-Hanging License.— 


H. B. 224 regulating the business of paint- 
ing and paper-hanging. 


Public Utilities Severance Tax.—S. B. 155 
increases rate from 2% to 3% of gross cash 
market value. 


Sales Tax Exemptions.—H. B. 212, 247 
and S. B. 217 exempt sales to charitable 
organizations and sales of specified prod- 
ucts from the sales tax. 


Special Assessments — Moratorium. — 
S. B. 82 provides for a moratorium on spe- 
cial assessments in state, city or village. 


MINNESOTA 


Chain Store Tax—H. B. No. 684 in- 
creases tax rate on chain stores. 


Gasoline Tax.—H. B. No. 596 provides 
that half of 3 per cent rebate shall go to 
retailer. 

H. B. No. 650 includes kerosene and 
alcohol as taxable fuels. 

H. B. No. 973 provides all gasoline not 
containing 10 per cent alcohol shall pay 
8 cents per gallon tax. 

S. B. No. 723 increases gasoline tax to 
4 cents. 


Gross Income—Sales Tax.—H. B. No. 866 
levies a gross income tax of % and 1 per 
cent and retail sales tax of 2 per cent. 
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S. B. No. 744 levies a gross income and 
per cent sales tax. 


bonds 
ise. 4§ Income Tax.—H. B. No. 766 and S. B. 
ile and MNo. 674 increases income tax rates about 
50 per cent. 

H. B. No. 1016 increases state income 
relates Bray rates. 
ions of Inheritance and Gift Taxes.—H. B. No. 
y from, 905! provides for transfer tax on joint ac- 


| 


counts. 

H. B. No. 942 levies a gift tax. 

H. B. No. 943 amends the inheritance 
tax law. 


04 im- S. B. No. 865 amends inheritance tax law 
L0biles, Intangibles Taxes.—H. B. No. 971 anc 
-B. 199} 9S. B. No. 884 increase moneys and credits 
m the} @tax to 5 mills. 

1ed by S. B. No. 785 levies tax of 20 mills on 


corporate excess. 


Iron Mining Occupational Tax.—H. B. 
Nos. 900 and 967 increases tax to 15 per 
cent and eliminates exemptions. 


License Taxes.—H. B. 542 and S. B. No. 


WS 2% 
»f each 


grrr ty — — 





PENDING STATE TAX LEGISLATION 


Income Tax.—H. B. 487 levies a 1% tax 
on gross personal incomes over $400 per 
year. 


Inheritance Tax.—S. B. 107, 125 and 144 
relate to inheritance taxes. S. B. 144 
passed Senate. 


Motion Picture Film License.—H. B. 476 
and 486 levy a tax on motion picture films. 


Oleomargarine Tax.—H. B. 315 taxes 
oleomargarine at 10¢ per pound. Passed 
House. 


Private Car Companies.—H. B. 521 re- 
lates to taxation of private car companies 
and street car companies. 


Property Taxes.—H. B. 129 relates to 
assessment of properties in 4th class cities. 
S. B. 48 relates to assessment of property 
in second class cities. Approved March 15, 
1935. 

S. B. 57 repeals Sec. 9950, Laws 1933, re- 
lating to collection of delinquent taxes. 
Passed Senate. 


Sales Tax.—S. B. 151 imposes a 2% sales 


ax, 
H. B. 532 provides for a sales tax. 


Store License.—H. B. 469 repeals sec. 
6840, Laws 1920, licensing merchants, etc. 


Tax Moratorium.—H. B. 430 provides for 
a 5-year moratorium on drainage district 
taxes. 


Taxation of Merchants.—S. B. 124 relates 
to taxation of merchants and bonds re- 
quired. 


Tobacco and Liquor Tax.—H. B. 474 re- 
lates to old age pensions, funds to be raised 
by 10% tax on tobacco and liquor manufac- 
turers and dealers. 


Utilities—H. B. No. 11 repeals section of 
Franchise and Property Tax Law relating 
to bridges, utilities and pipe lines. Passed 
House. 


Vendor’s License Tax.—S. B. 131 licenses 
coal distributors and itinerant vendors. 


MONTANA 


Adjournment of Legislature—The 1935 
regular session of the Montana Legislature 
which convened on January 7, 1935, ad- 
journed sine die on March 11, 1935. The 
following have been enacted into law or 
vetoed. Further approvals will be listed 
in the next issue of THe Tax MAGAZINE. 


Freight Line Companies.— x H. B. No. 34, 
enacts new method of taxation of freight 
line companies by valuation of property. 
Approved February 16, 1935. 


Gasoline-—H. B. No. 284 provides for a 
refund of certain license taxes paid on 
gasoline. Vetoed March 16, 1935. 

H. B. No. 305 relates to the refund of 
license taxes on gasoline. 


Income Tax.—S. B. No. 89 relates to 
income tax returns. Approved March 11, 
1935. 


Inheritance Tax.—%H. B. No. 80 pro- 
vides for a tax on direct and collateral in- 





world | @. : : 
mption 523 require licenses for manufacturers of 
wars |g frozen foods. 
‘ons 65 H. B. No. 691 and S. B. No. 719 increase 
“\@ wholesale dealers license fee to $25. 
50 ex- Motor Vehicle Taxes.—H. B. No. 639 
1s over | | makes 1933 motor vehicle tax reduction per. | 
manent. 
H. B. No. 736 requires motor vehicle reg: 
als tax} ¥ istration before November 15 
lands. H. B. No. 746 authorizes refund of cer- 
203 in-} @ tain 1933 motor vehicle taxes. 
n from) 4H. B. No. 915 provides for passenger ve- 
pe hicle licenses of $5 and $7.50. Passed 
House. 
an an- S. B. No. 746 creates new class of trucks 
“larles. BS for license purpose (Class F—agricultural 
ee trucks). 
s fore-@} Oleomargarine Tax.—H. B. No. 844 and 
ze tax WS. B. No. 749 levy 10 cents a pound tax on 
% oleomargarine and $1,000 license fee on 
B. 292 | manufacturers. 
S. '} Property Taxes.—H. B. No. 623 limits 
ense.— ay Municipal tax levies. 
paint- H. B. No. 707 permits payment of delin- 
P quent 1933 taxes in installments. 
H. B. No. 750 permits installment pay- 
B. 155 |} ment of delinquent taxes. 
3S cash H. B. No. 767 provides for 8 per cent 
interest on delinquent taxes. 
12. 247 S. B. No. 559 relates to classification of 
ritable |) Property for taxes. Passed Senate. 
prod- S. B. No. 883 requires county board to 
consider deficits and delinquencies in fix- 
ing tax levies. 
asi Tobacco Taxes.—S. B. No. 658 extends 
age. date for paying cigarette license to April Ist 
for this year only. Passed House. 
Utilities Taxes.—H. B. No. 652 levies tax 
5 of 5cents per 1000 cubic feet of natural gas. 
84 in- F§ S. B. No. 817 increases telephone gross 
| earnings tax to 8 per cent. 
oe S. B. No. 818 increases railroad gross 
ao 7 earnings tax to 7 per cent. 
e and & MISSOURI 
: » Chain Stores—H. B. 5 imposes tax on 
il nol f chain stores ranging from $25 to $200. 
- : Passed House, reconsidered. 
tax to [)} Delinquent Taxes.—S. B. 139 and 143 re- 
late to delinquent taxes. 
Jo. 866 [| Gasoline Tax.—H. B. 457 authorizes 
1 per county courts to levy a gasoline tax for 


the creation of road fund. 





heritances. Approved February 22, 1935. 


NEBRASKA 


Aeronautics.—H. B. No. 100 creates the 


office of an aeronautics commissioner. 
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Alcoholic Beverages.—H. B. No. 145 cre- 
ates a State Board to administer a liquor 
monopoly. 

H. B. No. 437 imposes a tax of 62¢ per 
barrel on brewers and importers of bever- 
ages below 3.2 per cent alcohol. 


_ Gasoline Tax.—S. B. No. 363 author- 
izes the imposition of an additional 1¢ per 
gallon gasoline tax. Approved February 
27, 1935. 

H. B. No. 676 authorizes the Depart- 
ment of Agriculture and Inspection to levy 
a 1¢ gasoline tax. 


Motor Vehicle Registration.—S. B. No. 5 
makes automobile registration fees delin- 
quent, in counties over 80,000 if not paid by 
February 1, beginning in 1936. Passed 
Senate. 

S. B. No. 115 imposes ten day limit on 

permits to over-size vehicles. Passed Sen- 
ate. 
_H. B. No. 70 prohibits the issuance or 
transfer of any motor vehicle license where 
there are any delinquent personal taxes on 
the car. Passed House. 

H. B. No. 90 requires payment of motor 
vehicle taxes before registration certificate 
shall be issued. 


Property Taxes.—S. B. No. 192 provides 
that in redeeming property, land owners 
are required to pay the taxes which were 
due at the time of the sale and the subse- 
quent taxes with 12% interest. 

S. B. No. 311 authorizes the county com- 
missioner of Duplin county and the com- 
missioners of the cities and towns in said 
county to make adjustments with delin- 
quent taxpayers. 


Property Taxes—Intangibles—H. B. 
No. 322 devises a method for the listing 
and reporting of intangible property. Ap- 
proved March 7, 1935. 


Property Taxes—Limitations.—H. B. No. 
424 provides that the maximum levy for 
ordinary revenue in counties of 3500 popu- 
lation is not to exceed 4%. Passed House. 


Public Service Companies.—H. B. No. 
548 taxes public service companies 10% per 
pole annually. 

Trading Stamp Companies.—H. B. No. 
455 levies a tax ranging from $4000 to 
$10,000 annually on trading stamp compa- 
nies. 


NEVADA 


Chain Stores.—H. B. No. 87 imposes a 
chain store tax. Passed House. 


Corporations.—H. B. No. 223 provides 
that corporations delinquent ten years may 
be reinstated on paying 1935 fees. Passed 
Senate. 


Gasoline.—S. B. No. 59 licenses import- 
ers (fee is $100), and requires that whole- 
sale prices correspond to those in adjoining 
states. Passed Senate; tabled in House. 

%*H. B. No. 88 imposes a motor fuel tax. 
Approved March 22, 1935. 


Inheritance Tax.—H. B. Nos. 192 and 201 
regulate the inheritance tax. 


Insurance.—S. B. No. 8, previously re- 
ported as approved, was vetoed February 
26, 1935. The bill amended acts affecting 
insurance agents. 

H. B. No. 169 imposes $100 fee on out- 
of-state insurance agents. 
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Livestock.—_%*S. B. No. 50 relates to 
powers of livestock commissioners. Ap- 
proved March 15, 1935. 


Oleomargarine.—S. B. No. 21 defines 
oleomargarine and imposes a tax of 10¢ 
per pound on substitutes therefor not made 
from certain oils or fats. Killed by House. 


Property Taxes—Exemptions.—A. J. R. 
No. 18 provides for exemption from forced 
sale and taxation to $5,000 of homesteads. 

Sales Tax.—H. T. No. 234 imposes a sales 
tax on most commodities. 

State Revenue.—H. B. No. 15 amending 
the state revenue act, which was previously 
erroneously reported as passed by the 
House, was killed. 


Tobacco.—H. B. No. 69 repeals the $15 
quarterly tax on cigarette vendors. 


NEW HAMPSHIRE 
Alcoholic Beverages.—S. B. 28 relates to 
keeping liquor for sale. Passed Senate. 


Motor Vehicle Registration—H. B. 20 
provides that licenses shall remain in force 
for one year from issuance. Killed in 
House. 


Motor Vehicles.—S. B. 16 provides for 
the transfer of ownership in motor ve- 
hicles. Passed Senate. 


Oleomargarine Tax.—H. B. 346 imposes 
a tax on oleomargarine. 


Race Track Levy.—H. B. 9 imposes a tax 
on race tracks. Killed in House. 


NEW JERSEY 
Liquor.—S. B. No. 291 establishes fee of 


$5 for permit for solicitor for sale of alco- | 


holic beverages. 


S. B. No. 292 requires special permit for 
sale of alcohol at retail to consumers. 

S. B. No. 294 includes alcohol within the 
definition of alcoholic beverages, makes 
other amendments to liquor laws. 

* A. B. No. 303 makes a series of amend- 
ments to the Alcoholic Beverage Tax Act; 
repeals stamp tax provisions. Approved 
February 27, 1935. 


Property Taxes.—A. B. No. 275 extends 
for one year the operation of the 1933 act 
to permit appeals for tax assessments to 
the Circuit Court. Passed House. 


NEW YORK 


Alcoholic Beverages.—%x A. B. 972 (same 
as S. B. 747) defines distributor. Approved 
March 16, Ch. 132. 

%* A. B. 971 permits tax commission to 
request revocation of distributor’s license 
upon failure to file bond or return. Ap- 
proved March 16, Ch. 162. 

* A. B. 973 substitutes “state liquor au- 
thority” for “Alcoholic Beverage Control 
Board.” Approved March 16, Ch. 132. 

*S. B. 297 relates to refunds of fees upon 
surrender of license. Approved March 8, 
1935, Ch. 83. 

S. B. 978 prohibits bringing of alcoholic 
beverages to public dance not licensed for 
its sale. 

% A. B. 432 relates to returns under the 
alcoholic beverage law. Approved March 


11, 1935 
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A. B. 1243 relates to transfer of licenses. 

A. B. 1359 relates to sale of liquor in pint 
and quart containers. 

A. B. 1418 (same as S. B. 1103) relates 
to license fees, permits, etc., of alcoholic 
beverages. Passed House. 

A. B. 1657 enacts new liquor tax law. 


Banking Associations —y,S. B. 388 re- 
lates to allowance of deduction of dividends 
on preferred stock of national banking 
cra Approved March 16, Chapter 

Chain Store.—A. B. 1510 imposes a chain 
store tax fee ranging from $3 a year for 
1 store to $150 for each store in a chain 
of 20 or more. 

A. B. 1677 (same as S. B. 718) imposes 
a chain store tax at fees from $5 on 1 
store and $5 more on each store of a chain 
of six or more. 


Collection of Taxes.—S. B. 1206 relates 


to collection of taxes and fees. 


Estate Tax.—A. B. 1953 (same as S. B. 
1519) amends Estate Tax Law relative to 
exemption of certain bequests. Passed 
House. 

A. B. 430 relates to transfer tax liens. 
Passed both houses. 


Farm Products.—A. B. 1422 relates to 
licensing dealers in farm products. Killed 
by House. 


Foreign Insurers.—S. B. 1085 relates to 
premium tax on foreign insurers. 


Foreign Trucks Tax.—S. B. 989 (same as 
A. B. 783) imposes on foreign trucks a 
tax equal to tax on resident trucks in such 
foreign state. 


Franchise Tax.—A. B. 2027 relating to 
dividends and interest paid stockholders. 
Passed House. 


Gasoline Tax—y,S. B. 386 (same as 
A. B. 468) relates to determination of tax 
upon failure of distributor to file return 
in 10 days after notice. Approved March 
8, 1935, Ch. 100. 

*A. B. 961 relates to the sale of gasoline 
by unregistered distributors. Approved 
March 16, Chapter 154. 

Insurance Tax.—A. B. 1442 (same as S. 
B. 1085) relates to premiums tax on for- 
eign insurers. 

A. B. 1948 (same as S. B. 1523) defines 
“premiums” to include amounts received 
as payment for annuities. S. B. 1523 passed 
Senate. 

A. B. 2094 (same as S. B. 1618) relates 
to taxation of foreign corporations and 
foreign insurers. Passed House. 

Milk Tax.—A. B. 1617 (same as S. B. 


1277) extends the emergency 1¢ tax on milk 
to March 31, 1936. 


Mortgages.—%S. B. 750 (same as A. B. 
974) affords review to act of recording 
officer refusing to record instrument. Ap- 
proved March 8, 1935, Ch. 93. 


Mortgages—Income Tax.—S. B. 1087 
imposes a tax of 40% on all income re- 
ceived from loans secured by real estate 
mortgages. Income not in excess of 4% 
interest exempt. 

Motor Vehicles.—A. B. 783 imposes a 
tax on foreign trucks transporting goods 
equal to tax imposed on residents of N. Y. 
in other states. Passed House. 

A. B. 1423 provides that registration fee 
of automobiles registered after Mar. 31 and 
before July 1 shall be 3% of annual fee. 


April, 1935 


S. B. 1224 provides for a flat registratio, 
fee of $3 except certain vehicles describe 
in subd. 7 of sec. 11, Vehicle and Traffj 
Law. 

New Tax Law.—S. B. 982 enacts an en 
tire new tax and revenue system. 


Personal Income Tax.—A. B. 


lates to credit for overpayment of tax 
Passed House. 

%A. B. 964 relates to return of informa 
tion as to payment and source of taxej 
Approved March 16, Chap 


upon income. 
ter 179. 

* A. B. No. 966 permits gains from wager 
ing to be included in gross income, losse 
to be disregarded. Approved April 2, 1935 

*%A. B. No. 968 includes insurance re 
ceipts in gross income. Approved April J 
1935. 

S. B. 382 (same as A. 431) defines per} 
sons. Passed Senate. 

*S. B. 738 (same as A. B. 975) provided 
for a minimum penalty of $2 for failure to 
file return or pay tax. Approved March 8 
1935 Ch. 99. 

S. B. No. 740 relates to non-resident 
trusts. Passed Senate. 

S. B. No. 742 enlarges base for determining 
gross income by including income fro 
whatever source. Passed Senate. 

S. B. No. 744 relates to determination 0 
loss. Passed Senate. 

*S. B. 746 (same as A. 


2092 rele 


Api 


Build 
o. 40 
aid-up 
Hons. 

Colur 
_ No 
olum! 
perati 
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B. 967) relate 


to computing tax on calendar or fiscal yeag@ 


basis. Approved March 25, 1935. 

S. B. 966 amends sec. 363 and excepts 
from provision for crediting taxes a statd 
bordering on N. Y. state. Killed by House 

S. B. 1521 (same as A. B. 1984) relates 
to gross income and inclusion of judge's 
salary. Passed Senate. 


Property Tax.—A. B. 1334 (same as S. Bi 


1045) provides that there shall be no direct 
state tax on real property. Killed by 
House. S. B. 1045 passed Senate. 

A. B. 1479 (same.as S. B. 1147) exempts 
dwellings from local taxation. Killed. 


Special Franchise Tax—A. B. 157! 
(same as S. B. 1235) abolishes the special 
franchise tax. Killed by House. 


Unemployment Tax.—S. B. 1568 enf 
ables second or third class cities to pas 
local laws imposing any tax the state mighif 
pass. 


NORTH CAROLINA 


titu 
ifica 
he 
; S. 
niens 
and 
or | 


Amendment to Constitution.—H. B. No i 
356 amends Sec. 3, Art. 5 and Sec. 2 Arti, 
10 of the Constitution and repeals Sec. 9F 


Art. 7 so as to permit taxing property byf} 
a rule that is uniform as to each clas: 
of property and taxes incomes not in ex: 


cess of 10% and exempts homesteads fromp 


taxation. 

H. B. No. 558 submits to the qualified 
voters an amendment to the Constitution 
providing exemption from taxation 0! 
homesteads. 

S. B. No. 299 amends the Constitution 
to permit classification of property for tax 
ation, and to increase the limit for incomt 
taxation. 


Advertising.—H. B. No. 320 levies a taf 


of $10 per day on advertising through tht 
use of loud speakers on motor vehicles 


Asheville—Driver’s License.—H. B. No 
525 prohibits the city of Asheville from 
charging a driver’s license or a city priv 
ilege tax for private automobiles. 
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istratios Building and Loan Associations—H. B.| Surry County—S. B. No. 229 validates| H. B. No. 469 creates a stamp system 
escribe@i,, 400 requires listing for taxation the | tax sales in Surry county and in incorpo- | of collecting beer taxes. 
rafig™,id-up stock in building and loan associa- | rated towns. Ratified March 15, 1935. H. B. No. 494 repeals the excess gross 
fons. Swain ase e ar gy ratifies a = = liquor retailers on sales of 
ae Ae postponement of sales of land for taxes | liquor by glass. 
ee ae aa 6 in Swain county. Ratified March 1, 1935.| S. B. No. 265 repeals the excess gross 
2002 re Fai Costs 0 tx sumetieeeen Union County.—S. B. No, 253 permits the | profits tax on the sale of liquor by the 
of tax perating within one mile of the corporate ane . pie Te aa * parse glass. 
. county to provide for the payment of taxes 7 
—— mits thereot. Ratified February 18, 1935. in installments. Ratified March 15, 1935. a Tax—H. B. No. 251 - 
of taxegm Cosmetic Art.—%xS. B. No. 114 amends| Wayne County—H. B. No. 579 amends peals the Pgs ah sed _— ia tox sil 
6, Chapa). 179, Laws of 1933 regulating the prac-| Ch. 5, Local Laws 1933, relating to tax caer” ———— © . 
ice Of cosmetic art. Ratified March 1,|collector and tax foreclosure suits in Wayne : ‘ 
m wagerfig935- ——. Ratified ig 11, 1935. —— seep ig Ps No. 362 = 
ie, losse . i" a ’ adkin County.—¥xS. B. No. 172 validates | chain stores at the following rates: or 
1 2, 1935 age Mage pon gm as eet extension of time for tax sales in Yadkin |1 store; $15 each, up to 5 stores; $25 each, 
‘ance re paid by counties, cities and towns. ~|county. Ratified March 11, 1935. to 10 stores; $50 each, 11 to 15 stores; $70 
Abi MPH. By No. 42 reduces the tax on gasoline| | Serap Tobacco.—H. B. No. 42 provides | &°%, 16,48 20 stores; $100 each, 21 to 30 
ines per} Motor Vehicles—S. B. No. 3 provides | for a license on dealers in scrap tobacco. | 51 to 75 stores; $350 each in excess thereof. 


or the licensing of motor vehicle operators Ci 
‘ age igarette Tax.—H. B. No. 334 extends 
Providegggnd chauffeurs upon the public highways, NORTH DAKOTA tht Catete tom fer wan eae. 


‘ailure tqggnd provides for radio communications be- , ; . 
ae 7 Seen sheriffs, police departments and Adjournment.—The Legislature adjourned Coton tustines¥. 1. % 
ther law enforcement agencies within the |O" March 9, 1935. New laws not listed No. 18 eiioes, gmend. 
‘dentate. Ratified February 28, 1935 below and not previously reported will be | “°: Bate. eon a constitutional amend- 
-residentmptate. to ons ‘sO ae " > 1933 included in the next issue of THe Tax |™Ment allowing a referendum on tax laws. 
v S. B. No. 235 amends Ch. , Laws | MAGAZINE. H. J. R. Nos. 19 and 22 propose a con- 
terminingmegulating license taxes on motor vehicles u stitutional amendment reducing the real 
me frongifor hire. Coal.—S. B. No. 123 provides for coal | estate tax limitation from ten to five mills. 
Property Taxes—Assessments.—H. B. mine licenses. Approved March 12, 1935. H. J. R. No. 25 proposes a constitutional 


nation of 0. 451 amends Sec. 2722(a) C. S., in refer- Gasoline Tax.—S. B. No. 164 exempts amendment taxing all property uniformly. 


ts an en 


relateegence to_ apportionment of assessments.| farm machinery fuel from gasoline tax. Dog Racing.—S. B. No. 52 legalizes dog 
Be pe Passed House. Approved March 12, 1935. races and pari-mutuel betting on dogs and 
| Property Taxes—Delinquent Taxes—| Liquor.—%S. B. No. 175 authorizes sale | imposes a tax thereon to be used for old 

except@aH. B. No. 444 authorizes the commissioners | of alcoholic beverages under municipal |age pensions. Passed Senate February 26, 
Ss a stati the counties, cities and towns of the| control and provides for tax. Approved | 1935. 


y Houseftate to make adjustments with delinquent | March 8, 1935. : ai = 
Feber. Passed Howe Motor Voice AS. B. No, @ is an|gpBuite Te tatrmtame 45, B. No 


F judge's Property Taxes—Tax Sales.— x H. B. No. popes — } wed the —— of o7 1935, of interurbans from all taxation except real 
32 validates certain sales of land for taxes | 14! Venicies. Approved bebruary 2/, ‘|/estate taxes. Approved March 6, 1935. 


2 ' i ; : f. *S. B. Nos. 154 and 155 pertain to ‘ : 
brag woh toong 9g" samme a taxation and licensing of motor vehicles:| Film Censorship—H. B. No. 158 in- 


Hed be ; P for in- |*PProved March 1, 1935. creases the fees for film censorship from 
Rate enumee mun ont aan Property Taxes.— x H. B. No. 48 cancels $1 to $5 for the Srst L000 fect and 3 for 


. : h additi 1 1,000 feet. Passed H 
exemptsMificates of sale for land sold for taxes for|imterest and penalties on personal prop- March 12, 1935, 77 aie — 


cilled. he year 1932. Ratified March 8, 1935. erty taxes. Approved March I, 1935. panini - 
B. 157M S. B. No. 320 sets up and establishes| Sales Tax.—4S. B. No. 313 levies a 2 per tl aso ol, 7 . B. «| “— : amg to 
€ special wey of ae _ the oe SS erie aed Feed le ane a ae ax for road and street im- 
7.. aot ae oe ei a ee ee ties services and tickets or admissions to] H. °B. No. 336 cancels highway assess- 
568 enfa Pay oe amusements. Taxes are collected from] ments gg real estate ey terse ated 
to pass May 1, 1935 to April 30, 1937. Approved | payment by reenactment o cent gasoline 
te mightf Property Taxes : March 11, 1935. tax and repeal of 1 cent liquid fuel tax. 
Bertie County— eH. B. No. 153 provides Tobacco.—%S. B. No. 189 relates to col- H. B. No. 341 requires that gasoline 
jogs, “Pecial tax. Ratified February {lection of taxes on beer, snuff_and cigar- | (carers Stall Sess tax on imports from 
 B. Not Clay County—*H. B. No. 153 provides ettes. Approved March 12, 1935. other States. 


c. 2 Art icsvute tx oo Clay county. Ratified OHIO Horse Racing.—S. B. No. 185 provides 


s Sec. oF for the licensing of bookmakers on horse 


ba Currituck County—*H. B. No. 45 pro- iia od . 
perty by Aides for a special levy in Currituck county. Advertising.—H. B. No. 407 provides for| races and fixes the fee at $1,000 annually. 


ch class = the licensing of outdoor advertising and ; 
te ae yo February 6, = te for a fee of $2 plus an annual tax of 5 i Tax.—H. B. No. 420 levies a 
sds frou gecombe County.—S. B.,No. > Ot ne per square foot. personal and corporation income tax. 
mits Edgecombe county and the municipal- 2 : : . Rates not listed in bill. 
7 : : S. B. No.°197 provides for the licensing : ; 
ities therein, to adjust taxes and tax sales os H. B. No. 473 levies a personal net in- 
: : of outdoor advertising and for a fee of - : 
ertificates and to accept adjusted payment $200 plus an annual tax of 5 cents per |come tax with rates of 2% to 25%. Higher 
aon @ therefor. ; square foot percentage applying to incomes of $25,000 
_ Halifax County—S. B. No. 66 provides i or more. Married person’s exemption, 
for the collection of personal property and eer oo hte B. oe $1,500. 
: poll taxes in Halifax county. Ratified |229 replaces liquor retail licenses with . . 
for poe February 5, 1935. tavern licenses permitting the sale of any aa ne ae oe — B. — 
F Income Jones County—%xH. B. No. 299 validates | liquor, wine, or beer by drink, package, or ; a a oe tcl 4 vetailit er a a gee ei 
certain sales of lands for taxes in Jones|container. License fees are $1,000 and ap- mg pean ae $25. ang uncer 7 Cents, 


qualified 
stitutior 


stitution 


ies a taiecounty. Ratified February 20, 1935. portions one license to each 1,000 popula- 

ough the Macon—%H. B. No. 264 validates sales | tion; defines beer as having 6% alcoholic Motor Vehicle Driver’s License.—H. B. 

vehiclesf§of lands for taxes in Macon county. Rati-| content; licenses for railroad diners, chari-| No. 449 provides for a perpetual auto- 
B. No hed February 20, 1935. table organizations, transportation and| mobile driver’s license with a fee of 50 

ile ‘toast New Hanover County.—H. B. No. 329 | drug store prescriptions unchanged. cents. . ; 

ol ove relates to the settlement and collection of H. B. No. 272 replaces the present beer S. B. No. 18 provides for a driver’s li- 


back taxes in New Hanover county. Rati-|and liquor permits with a single $1,000|cense with a 25 cent fee. Passed Senate 
med February 26, 1935. license covering all liquors. February 21, 1935, 
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Motor Vehicle Registration—H. B. No. 
209 amends Sec. 6294, G. C., relating to fees 
allowed for the issuance of motor vehicle 
license plates. ’ 


H. B. No. 253 amends Secs. 6310-5 and 
6310-7, G. C., relating to a bill of sale for 
the sale of new or used motor vehicles. 


H. B. No. 255 amends Sec. 6294, G. C., 
relating to registration of motor vehicles. 


H. B. No. 352 provides for semi-annual 
payment of license fees for trucks. 

S. B. No. 151 fixes automobile license 
fees at $7 on automobiles under 31 horse- 
power and at $12 on all others. 

S. B. No. 154 transfers the filing of auto- 
mobile bills of sale to the Registrar of 
Motor Vehicles. 

S. B. No. 169 classifies caterpillar tractors, 
paving and street cleaning machinery as 
motor vehicles. 

S. B. No. 182 provides for a $10 trans- 
portation license for delivering new auto- 
mobiles. 

S. B. No. 240 amends Sec. 6301, G. C., 
relating to application for registration of 
motor vehicles by manufacturers or dealers. 

S. B. No. 241 amends Sec. 6294-1, G. C., 
relating to transfer of registration of motor 
vehicles. 

S. B. No. 242 requires that trackless 
trolleys shall obtain motor vehicle licenses. 

S. B. No. 245 prohibits the diversion of 
automobile license funds. 


Motor Vehicle Registration—Exemption. 
—H. B. No. 228 exempts trucks used to 
carry farm supplies from the provisions 
of the motor transportation law. 

H. B. No. 232 exempts school busses 
from annual license tax. 

H. B. No. 368 exempts trucks used for 
relief from licensing. 

S. B. No. 172 exempts automobiles with 
foreign licenses, which occasionally operate 
in Ohio, from the license tax. 


Property Taxes.—H. B. No. 22 provides 
for a tax upon real and personal property 
to maintain a police relief fund. Vetoed 
February 23, 1935. 

H. B. No. 159 concerns the time for 
payment and the penalties in relation to 
delinquent taxes. 

H. B. No. 206 amends Sec. 5678, G. C., 
relating to penalties for failure to pay real 
estate taxes when due. 

H. B. No. 275 allows taxpayers a 4% 
discount when current taxes or assessments 
are paid before October 20 and April 1. 

H. B. No. 276 provides for remission 
of a percentage of penalties for payment 
of delinquent taxés. 

H. B. No. 315 authorizes the use of 
liquidated claims against subdivisions for 
tax payments. 

H. B. No. 394 permits the payment of 
taxes in nine installments. 

H. B. No. 477 defers to 1938 the reap- 
praisal of real estate. 

S. B. No. 138 authorizes the Tax Com- 
mission to reassess tangible personal prop- 
erty for 1932. Passed Senate March 6, 
1935. 

S. B. No. 144 amends Secs. 5609 and 
5610, G. C., relating to complaints against 
valuation or assessment. 

S. B. No. 159 extends the time for fore- 
closure on real estate for non-payment of 
back taxes to five years. 

S. B. No. 212 authorizes townships to 
levy an annual tax for cemetery purposes. 

S. B. No. 221 permits the payment of 
current taxes in ten installments. 
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S. B. No. 222 changes the time of col- 


lecting taxes and assessments and publish- 
ing tax rates. 


S. B. No. 246 amends Sec. 5322, G. C., 


relating to the definition of real property 


for tax purposes. 
S. B. No. 282 authorizes the prosecutor, 


auditor and treasurer to compromise de- 
linquent tax claims on the approval of the 
common pleas court. 


S. B. No. 302 consolidates the police and 
sanitary police pension funds and levies a 


tax of not more than 35/100 of a mill to be 


used for pensions. Passed Senate March 
13, 1935. 


H. B. No. 367 increases the intangible 


tax rates on productive investments to 8% 
of income; unproductive investments, 4 
mills on value; deposits, 5 mills. 


Sales Tax—H. B. No. 307 exempts 


medical prescriptions from sales tax. 


H. B. No. 386 exempts materials used 
in public roads from sales tax. 
H. B. No. 400 exempts charitable and 


philanthropic organizations from sales tax. 


H. B. No. 404 exempts coal, insecticides, 


fungicides, fertilizers, and seeds purchased 


by florists from sales tax. Passed House 
March 14, 1935. 

H. B. No. 438 levies a sales tax on auto- 
mobiles purchased without the State by 
residents, to be levied by special license. 

S. B. No. 103 exempts from sales tax 
magazines which are shipped second class 
mail. Passed Senate March 13, 1935. 

S. B. No. 271 exempts from the sales 
tax foods which are sold for human con- 
sumption off the premises. 

S. B. No. 276 classifies automobiles as 


marketable staples for sales tax purposes. 


Sales Tax—Exemptions.—H. B. No. 121 
exempts from the sales tax sales by fruit 
and vegetable growers and purchases of 
seeds, agricultural lime and insecticides. 
Passed House February 20, 1935. 


Transfer Tax on Grains.—H. B. No. 326 
and S. B. No. 186 levy a transfer tax of a 
half mill per bushel on wheat and a quarter 
mill upon other grains and exempts them 
from personal property taxes. 

S. B. No. 186 repeals the property tax on 
grain and levies a handling tax of one-half 
mill on wheat and flax and one-fourth mill 
on _— grains. Passed Senate March 13, 
1935. 


Vending Machines.—S. B. No. 267 legal- 
izes and provides for the licenses of vend- 
ing machines, with rates of $2 on 1 cent 
machines; $5 on nickel machines and $10 
on higher value coin machines. 


OKLAHOMA 


Chain Stores.—H. B. No. 24 provides a 
tax of one-hundredth per cent of gross 
sales of first two stores of a chain and is 
graduated to a maximum of 3% for over 
12 stores. Passed House. 


Gasoline—*H. B. No. 38 provides for a 
refund of the tax on gasoline to be used 
for agricultural purposes. Approved March 
9, 1935. 

H. B. No. 331 amends law levying an 
excise tax on motor fuels. 

H. B. No. 341 relates to the enforce- 
ment of the gasoline excise tax. 


Gross Production Tax—H. B. No. 87 
increases the gross production tax rate as 
to minerals and oils. Passed both Houses. 


April, 1935 


Motor Vehicles.—H. B. No. 342 exempt 
motor vehicles which carry road materia\ 
from the Class C carrier’s tax. 


Outdoor Advertising—H. B. No. 34 
regulates and licenses persons engaged jr 
outdoor advertising business. 


Property Taxes.—S. B. No. 4 provides 
for the adjustment of tax valuation errors 
Passed Senate. 

H. B. No. 121 authorizes redemption oj 
lands taken over by county commissioner: 
for unpaid taxes. Passed House. 

H. B. No. 257 relates to the paymen 
of delinquent ad valorem taxes. 

H. B. No. 296 relates to property ex 
empt from taxation. 

H. B. No. 349 relates to the taxatio 
of omitted property. 

H. B. No. 359 permits the payment o 
ad valorem taxes in four installments. 


Tobacco.—S. B. No. 144 doubles the en 
forcement percentage of H. B. No. 45 
Laws of 1935 providing for a stamp tax 
on cigarettes. Passed Senate. 

H. B. No. 350 permits wholesalers to 
purchase cigarette tax stamps at a dis 
count. 

H. B. No. 351 levies a tax on cigars. 

H. B. No. 361 reenacts H. B. No. 45 
cigarette stamp tax law, because of ar 
error in engrossing the law. Passed both 
Houses. 


OREGON 


Adjournment.—The Legislature adjourned 
on March 13, 1935. New laws not listed 
below will be included in the next issue 
of THe Tax MAGAZINE. 


Gasoline Tax.—H. B. No. 359 provides 
for stringent regulation of gasoline tax 
refunds. Vetoed. 


Motor Vehicles—xH. B. No. 292 aw- 
thorizes temporary permits for trucks; fee 
$5. Approved March 8, 1935. 

*S. B. Nos. 207 to 213, 216 to 219 amen 
the motor vehicle law generally. All ap 
proved March 4, 1935. 

*S. B. No. 225 changes dealer’s licens¢ 
ae to January Ist. Approved March 4 
1935. 


Property Taxes.—%H. B. No. 11 allows 
delinquent taxpayers to work out their in 
debtedness. Approved March 13, 1935. 


*H. B. No. 227 provides that livestochf 


shall be entirely assessed in home county 
and taxes thereafter apportioned to graz- 
ing counties. Approved February 27, 1935 

*H. B. Nos. 389 and 390 simplify proce: 
dure for assessment. Approved March 1), 
1935. 

*S. B. No. 55 relates to taxation of 
ships and vessels. Approved February 2), 
1935. 


PENNSYLVANIA 


Amusements.—H. B. No. 936 imposes I! 
per cent tax on amusements; require’ 
permits. 


Banks and Trust Companies.—H. B. No 
923 increases tax on bank stock to 5 mills 

H. B. No. 924 extends stock tax to full 
capitalization of title insurance and trus! 
companies. 



























































































mas 
fuel 


mat 
tior 


fees 
tax 
pict 
on 


at | 





lice 


reg 


x 




































































































































































































































935 F 
as April, 1935 
PENDIN 
xemptqg Capital G STATE 
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ALABAMA 





May 1 . ; 
Rendiies tax: Domestic and foreign corporations 
are allowed 30 days after the 1st day of April 
within which to pay the annual franchise tax 
to State Tax Commission. 


Franchise tax: If delinquency in payment of the 
franchise tax continues after May 1, a penalty 
of 1 per cent is imposed for each month or part 
thereof that the tax remains unpaid after the be- 
ginning of the delinquent period. 


Last Monday ; 

Property taxes: Taxpayers may file in writing, 

with the Secretary of the Board of Review, on 

or before this date, objections to any assessed 
property valuation by the assessor. 





ARIZONA 
May 1 


wueperty taxes assessed between the first Monday 
of January and this date. 
First Monday. 
Second half of real estate and secured personal 
property taxes delinquent. 
May 5 
Liquor report due. 
May 15- oe : 
Gasoline distributors’ and consignees’ reports and 
taxes due. ; 
Motor vehicle carrier report and tax due. 
Gross income tax report and payment due. 
Luxuries excise tax report due. 
May 20 . Bg , 
Motor vehicle carriers’ report and tax delinquent. 
Gross income tax delinquent. 


May 25 ‘ 
Motor fuel carriers’ reports and tax due. 




















ARKANSAS 
No taxes due. 


CALIFORNIA 





May 1 , ’ 
Beer and wine (manufacturers’ and importers’) 
monthly tax due. 
Gasoline tax due. | ; 
Motor vehicle registration fee reduced to 8/12 of 
annual rate. 
May 5 
Fish packers’ monthly reports due. 
First Monday . 
Lien of property taxes attaches in fourth class 
cities. 
May 10 = 
Kelp monthly report and privilege tax due. 














pe A. 
asoline distributors’ returns due. 


COLORADO 








May 1 
Annual corporation license fee (franchise tax) re- 
uired of all corporations is due on or before 

this date. 

Fiscal year for purposes of the annual corporation 
license fee (franchise tax) begins on this date. 

Persons having no property to return but receiv- 
ing a blank from the assessor must make a 
sworn statement and file same before this date. 

May 10—— 

Class A private carriers must file a report and 
pay tax for preceding month, on or before this 

ate. 

Motor vehicle carriers must file a report and pay 
the tax for the preceding month, on or before 
this date. 

Liquor excise taxes for preceding month are due. 

May 20—— 

All property tax returns, where property is actual- 
ly returned, must be filed on or be 
date. 

Class A private carriers and motor vehicles noti- 

fied of tax due, on or before this date. 


























May 25—— 








fore this 
























































Coal mine owners royalty tax due on or before 
this date. 

Gasoline distributors’ statement to state oil in- 
spector due on or before this date. 

Gasoline tax due on or before this date. 





CONNECTICUT 
May 1 
Assessment date and lien date in city and town of 
Waterbury. 


Dairy products production and distribution regis- 
tration required during May. 
Amusement park license fees due. 
Gasoline tax due from distributors. 
Alcoholic beverage gross receipts tax: 


Quarterly 
return and payment due. 





ee 
asoline distributors’ reports due. 


DELAWARE 
May 1 


Sussex County property taxes payable. _ 
Wilmington city and school taxes “delinquent” 
and suit may be instituted. 





aa 31—— 
asoline tax report and tax due. 





DISTRICT OF COLUMBIA 
May 15 


Alcoholic beverage tax due on or before this date. 


May 31 5 
Monthly gasoline tax report and tax due. 





FLORIDA 
May 10—— 


Lime kiln reports and fees due. 
Gasoline inspection fees and reports due. 





“7 15- 
asoline sales and storage reports and taxes due. 





GEORGIA 
May 1 


Last day for filing general property tax returns. 
Insurance companies’ annual report due. 
Annual report of oyster and shrimp dealers due. 
May 5 
Reports by dealers and distributors of oysters and 
shrimp due. 








a? 20- 
asoline reports and taxes due. 


IDAHO 
May 1—— 


Every mining company must, between the Ist 
day of January and the Ist day of May in each 
year, make out a statement of the net profits 
derived from mining to the assessor of the county 
in which the mines are situated. 

May 10 

Monthly report of dealers in dairy products sub- 
stitutes due. 

Beer excise tax and report due. 


May 15 
Report and license tax of electric generating com- 
panies due. 
Gasoline dealers’ reports and tax due. 
Electric light and power companies’ reports and 
kilowatt tax due. 








ILLINOIS 
May 1—— 


personal property taxes remaining unpaid upon 
this date bear interest, except in Cook County. 
Cook County second 


1935. 
May 


houses due. 
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May 15 








May 20 : 
Last day for distributors of motor vehicle fuel to f 


May 31 





First installment of real property taxes and all 





installment of real_ estate 
taxes, for the year 1933, delinquent on May 1, 


—— 
Monthly report of food held in cold storage ware- 





Petroleum products inspection fees for March due. 


Retailers occupation (sales) tax reports and taxes | 


due. 

Alcoholic beverage tax return of manufacturers 
and importing distributors due between Ist and 
15th of each month. 





make monthly returns and to pay tax. 

Last day for non-distributors to file monthly motor 
vehicle fuel report and to pay tax. 

Last day for registered brokers to make return 
of sales of motor fuel. 


May 3 


Rien 

Wholesale fish market and dealers’ reports of fish 
taken within waters of state due. 

Last day for carriers to file monthly reports of 
motor fuel delivered previous month. 





Personal property tax returns including 
stock returns of corporations, 
between April 1 and June 1, 
by the assessor. 


capital 
must be filed 
when required 


INDIANA 
May 1 


Private car company returns. due. 

Employment agency reports due. 

Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 

First Monday 
Report of mortgage indebtedness due. 
First half of property taxes delinquent. 

May 10—— 

Petroleum oils inspection fees due. 

May 15 : 

Property tax returns and affidavit of compliance 
with Intangibles Tax Act due between March 
1 and this date. 

Bank and trust company reports due. 

Imitation condensed milk tax due. 

Inspection of vessels carrying passengers or freight 
required. 

Common carriers’ gasoline reports due. 

Semi-monthly payment of excise taxes on malt 
products and alcoholic beverages due. 

May 20 
Bank and trust company taxes and building and 

loan association reports and taxes due. 

May 25 
Gasoline dealers’ reports and taxes due. 

















IOWA 
May 1 


Commercial fertilizers: License expires on this 
date after date of issue. 

Electric transmission lines must on or before this 
date each year furnish to the State Board of 
Assessment and Review a property report. 

Property tax: Local board of review completes 
its duties of hearing complaints and adjusting 
assessments on or before this date each year. 
Appeals required to be taken from action of local 
board of review to the district court of the 
county within 20 days after the adjournment ol 
the local board. 

Telegraph and telephone companies must file an- 
nual property tax report with State Board ol! 
Assessment and Review on or before this date. 








KANSAS 
May 1 


Tracts taken into city before this date subject to 
city taxes for the year. 


tres and other exhibitions expire. 
—— company gross receipts returns due. 
a 
Cigarette retailers’ reports due. 
Oil inspection reports due. 
Third Monday. 
County Boards of Equalization meet. 








ae! 25- 
zasoline reports and taxes due. 
Motor carrier reports and fees due and lien 
attaches. 


All third class city licenses except for shows, thea- 
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April, 1935 


30——_ 
a! -ublic warehouse (terminal and local) licenses 


— 





May 
, tne company gross receipts returns delinquent. 


KENTUCKY 


May 1 

Taxes in cities of first class due. 

Vehicle licenses expire. 

All taxes in cities of the first class bear interest 
at the rate of % percent per month from this 
date. 

Bonded warehousemen file report and pay excise 
. on distilled spirits on this date. 

May 2 


Taxes on distilled spirits due. 
First Monday 

Assessors in cities of the fourth class list all tax- 
able property in such cities on or before this 





date. 
May 5—— 
Employment agency reports due. 
May 10 





Refinery monthly report due. 
Monthly excise tax renort of blenders and recti- 
fiers of distilled spirits and excise tax due. 
Monthly alcoholic beverage report of hotels, 
taurants and clubs due. 

Breweries and manufacturers of beer and wine file 
monthly report and pay barrel tax on this date. 

May 15 

Motor carrier operators’ renorts due. 

Motor carrier mileage tax due. 

Monthly sales tax report showing total gross re- 
ceipts made during April and tax due. 


res- 














May 20 
Crude petroleum transporters’ monthly reports 
due. 
Oil production tax due. 
May 31- 
Gasoline reports (except refinery reports) and 
taxes due. 
LOUISIANA 
May 1 


Annual report in connection with fertilizer inspec- 
— fee due. 
May 


W eienaihe fish dealers’ reports due. 
May 10 

Oyster severance tax report due. 

Shrimp severance tax report and tax due. 

Returns from shrimp freighters and ice boats due. 

Reports of imported gasoline due. 

Gasoline tax reports and tax 

parishes. 
Reports and tax on imported kerosene due. 
Reports of imported alcoholic beverages due. 


May 15 
Income tax returns and tax due. 
Dairy products quarterly report and taxes delin- 
quent. 
Carriers’ report of gasoline transported due. 
Carriers’ report of alcoholic beverages transported 








due in certain 





ue. 
May 20 
Gasoline tax report and tax due to state and cer- 
tain parishes. 
Kerosene tax report and taxes due. 
Alcoholic beverage tax reports and taxes due. 
May 30 
Oyster severance tax due. 








MAINE 





May 1 
In unorganized townships property lists are due 
on this date. 
Small loan agency monthly reports due. 
Gasoline tax due. 
—— company tax reports due on or before this 
ate. 


May 10— ; 
Inspection fees for packing of food due. 
Sardine packing inspection fees due. 


May 15 
Gasoline tax sales report due. 
Parlor car company tax reports due on or before 
this date. 
ree sof express companies assessed on this 
date. 








MARYLAND 
May 5 
Last day to file monthly account of leaf tobacco 
sales on or through Baltimore market. 
Last day to file cold storage warehouse monthly 
report. 
May 10. 
Last day to file monthly statement or declaration 
of insurance brokers, agents, or solicitors. 
May 30 
Licenses expiring May 1 not in default until after 
lapse of 30 days. 
May 31 
Licenses to catch 
expire. 














shad or herring 


in Potomac 





STATE TAX CALENDAR 


Last day to file dealers’ report and pay tax on 
gasoline sold or used during next preceding 
calendar month. 


MASSACHUSETTS 
May 1—— 
Mandamus lies to compel filing of personal income 
tax return. 
Billiard table and bowling alley license fees due. 
Clubs’ and Societies’ license fees due. 
Intelligence office license fees due. 
Oleomargarine license fees due during May. 
Pawnbrokers’ license fees due. 
Slaughter house license fees due. 
May 10 
Alternate method of allocating income of foreign 
corporation due. 
gg beverage excise tax return and tax due. 


Mea 
old storage warehouse reports due. 
Motor fuel distributors’ return and tax due. 








MICHIGAN 
Mav 1 
Change of location or sale of personal property 
not to affect assessment after this date. 
Severance tax and reports due. 
May 5 
Gasoline: Common carriers’ statements due. 
May 10 
Fur dealers: Last day to make monthly report. 
Common and contract carriers’ monthly reports 
due. 
May 15 
Report of timber cut from commercial forest reser- 
vation due. 
Third Monday. 
Monthly sales tax and return due. 
May 20 
Gasoline: 
due. 
Severance tax and reports delinquent. 




















Wholesale distributors’ statement tax 


MINNESOTA 





May 1 
Tax lien attaches on property. 
”" property, real and personal, assessed as of this 
ate. 
Iron severance occupation tax due. 
Milk and cream dealers’ licenses expire. 
Commercial fertilizer license fees due. 
May 5 
Cold storave warehouse reports due. 
Second Monday. 
Real estate may be sold for taxes. 
May 10 
Live stock commission merchants’ statements due. 
Semi-annual report of common carriers of ore due. 
State auditor draws draft on taxpayer for delin- 
quent iron severance taxes. 
May 15 
Gasoline tax and fees due. 
Oil insrection fees due. 
Interstate carriers truck mile tax and report due. 
May 31 
Real estate tax bills mailed in certain counties 
prior to this date. 
Tron severance royalty tax due. 
Public produce warehouse licenses expire. 
Wholesale produce dealers’ licenses expire. 
— merchants’ licenses expire on this 
ate. 




















MISSISSIPPI 
Mav 1 


The second installment of all ad valorem taxes, 
including ad valorem taxes levied for county 
or municipal bonds authorized to be paid in 
installments, are due on this date. 

Oyster, sea food, etc., monthly inspection tax is 
due on this date. 

Admission (amusement) tax and report is due be- 
tween the Ist and 10th of each month, 

Cream station licenses must be procured during 
the month of May and are valid until May Ist 
next thereafter. 

May 10—— 

Admission (amusement) tax and report is due 
between the Ist and 10th of each month. 

Motor vehicle monthly mileage tax reports are due 
on or before this date. 





May 15 
Retail dealers in ‘gasoline file monthly report on 
this date. 
— gross sales tax and report due on this 
ate. 


Distributors and wholesale dealers of gasoline file 
monthly report and pay monthly tax on this date. 


MISSOURI 
May 1 





First class city property taxes due between this 


date and September 1. 


Last day to file report and pay gross receipts tax 


on express corporations. 
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“Cam 
orporations not receiving franchise tax bills 
should request bill. 
May 15 
Annual franchise tax due. 








a Statement of distributors and dealers 
due. 
x 25—— 
asoline tax due. 
May 31 
Last day for 2 per cent discount on first class city 
property taxes. 


Hotels—license expires. 
Manufacturers, wholesalers and dealers tax due. 


MONTANA 
May 15. 


Dealers’ monthly gasoline tax and report due to 
— Board of Equalization on or before this 
ate. 
Alcoholic beverages, brewers and wholesalers’ 
monthly report and excise tax due. 
May 20—— 

Oil producers’ 
tax due. 
May 31 
Property taxes (second half) are payable on or 

before 5:00 P. M. on this date annually to the 
county treasurer. 





additional license tax report and 











NEBRASKA 
May 1 
Real property taxes become a lien upon such 
poets. 
License fees of employment agencies due. 
May 15 
Renorts and taxes of retail imitation butter 
dealers due. 


Gasoline dealers’ reports and taxes due. 
The tax per barrel on alcoholic beverages must 
be paid on or before this date. 
Last Monday. 
Intangible property tax returns due. 


NEVADA 








May 1 
Petroleum products report and fees due. 

First Monday 
Interstate or intercounty assessment. 
Pharmacists’ certificates fee due. 

May 15 
Gasoline tax report and taxes due. 


NEW HAMPSHIRE 








May 1 
Licenses expire (employment offices). 
Gain and loss certificate of foreign life insurance 
companies due. 
Gasoline distributors’ monthly tax due. 
May 10—— 
Monthlv beverage report and fee of on-sale and 
off-sale permittees due. 


NEW JERSEY 








May 1 

On or before this date distributors pay gasoline 
tax. 

The second quarter installment of general property 
tax is due and delinquent. 

Electric light, heat and power, gas, pipe line, 
telegraph, telephone and water companies pay 
gross receipts tax at the same time as other 
taxes are due and payable in the particular tax- 
ing district. 

Street railway companies pay gross receipts tax at 
the same time as other taxes are payable in the 
particular taxing district. 

First Tuesday 

Express, parlor and sleeping car companies file 
annual report, for gross receipts tax purposes, 
on or before this date. 

May 10—— 
Operators of motor busses within the limits of a 
“municipality”, file a statement and pay the tax 
on gross receipts on or before this date. 


NEW MEXICO 


1 
er half of property taxes delinquent. 
Taxpayer must appear before the County Board 

of Equalization if dissatisfied with corrections 

made on the assessment roll. 
Mav 15 

Gross income (occupational) taxes and reports due. 
May 20 

Pine line license fees due. 

Motor carrier reports and taxes due. 
May 25 
Gasoline distributors’, retail dealers’ taxes and 

reports due, taxes and reports on gasoline pur- 

chased from unlicensed distributors and dealers 
due, carriers’ reports due. 


NEW YORK 
May 1 


Last day for payment of taxes levied by county 
boards of supervisors subsequent to December 
15 (some exceptions). 

First half of New York City real estate taxes de- 

linquent. 





May 















































































































































































































































































































































































































































234 


First Tuesday 
Employment agencies: 
before this date. 
May 10 
Last day to pay second quarter of property taxes 
in Nassau County without penglty. 
May 15 
Application for notice of completion of assessment 
in Westchester and Nassau counties due. 
May 31—— 
ae aad (motor vehicles) license expires on this 
ate. 





License tax payable on or 








NORTH CAROLINA 

May 1 

Penalty accrues on corporate officers for failure 
to file capital stock report. 

Tax lien attaches to real property in cities. 

Tax lien attaches to railroad property. 

If property taxes are paid in instalments, final pay- 
ment must be made on or before this date. 

Telephone company quarterly report and privilege 
tax due 30 days after April Ist. 

May 2 

Penalty of 4 per cent accrues on property taxes. 

May 10—— 

Alcoholic beverage excise tax is due on or before 
the 10th day of each month. 

May 15 
ross sales return and tax is due on or before 
this date where sales are reported on a monthly 
basis. 

May 20 

Last day to file property tax returns of express 
companies, street railways, public utilities, tele 
graph and telephone companies. 

Gasoline tax and report due. 

May 31 

Last day to file property tax return of railroad 
rolling stock. 

Chain store state license expires on this date. 




















NORTH DAKOTA 
May 1 


Oil inspection reports and fees due. 
Tractor fuel oil report and fee due. 

May 10 
Oil inspection fees delinquent. 

Grain warehouse reports delinquent. 
Tractor fuel oil fees delinquent. 
May 15 

Gasoline reports and taxes due. 
Motor vehicle registration fees delinquent. 
Interstate motor carriers’ mileage report and taxes 
due. 
May 20 
Surety liable on oil dealers’ bonds. 
May 31 
Cream station and dairy monthly reports due. 














OHIO 
First Monday—— 

Day on which tax commission finishes determina- 
tion of value of capital stock and portion subject 
to Ohio franchise tax. 

Date of finality of preliminary assessment certi- 
ficates certified to the Auditor of State. 

May 10—— 

Sales slips for exempt motor vehicle fuel return- 
able to Tax Commission. 

Alcoholic beverage tax reports due. 

Private motor carriers’ monthly report and 
emergency tax due. 

Admissions tax reports and payments due. 

May 20 

Alcoholic beverage taxes payable monthly are due. 

Fourth Monday 

License tax for cigarette dealers due on or before 
this date. 

Applications for alcoholic beverage tax licenses 
due. 

May 30—— 

Last day for filing property tax return with the 
county auditor where time extended. 

May 31 

Last day without penalty for equipment, freight 
line and sleeping car corporations to file excise 
tax report. Tax commission may extend time 
not over 90 days. 

Gasoline tax for preceding calendar month due. 














Information reports under sales tax due. 
OKLAHOMA 
May 1 : : 
Last quarterly instalment of property tax delin 
quent. 


License fee on commercial fertilizer due. 
License fees of employment agencies are due. 
— production tax and report on oil and gas 
ue. 
Excise tax on petroleum report and tax due. 
First Monday. ; 
Property tax statements of persons refusing to 
swear thereto are filed with the county clerk on 
this date. 
May 10—— 5 eee 
Report and tax of wholesalers of non-intoxicating 
alcoholic beverages due. 
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“~~ 15- 
asoline tax and reports due. 


Mileage report and tax of motor vehicle carriers 
ue. 
May 20—— 
Monthly sales tax and report due. 





OREGON 
First Monday. 


If tax on bank stock is not paid on or immediately 
after this date, tax collector of county where 
bank is located sells such shares. 

May 10—— 

Oil well license tax and report due on or before 
this date to county treasurer. 

May 15 
ish poundage fee and report and meat dealers’ 
reports due on or before this date. 

Gasoline tax and report due to Secretary of State 
on or before this date. 

May 20 

Motor carriers’ tax due on or before this date. 

May 31 . 

Intangibles income tax rates increased 20 per cent 
if taxpayer fails to pay original tax with 5 
per cent penalty voluntarily within 60 days of 
due date (April 1). 

Tax Commission issues warrant to sheriff com- 
manding him to sell property of delinquent tax- 
payer if excise (income) tax—first instalment— 
is not paid on or before this date. 











PENNSYLVANIA 
May 1 


Mercantile license year begins. 
Second quarter of second class city taxes 
linquent. 
Additional penalties on seated lands. 
May 10—— 
Reports from liquor importers and brewers and 
distributors due. 
May 15 
Liquor manufacturers’ reports and tax due. 
May 31 
Discount on second class township taxes 
terminates. 
Four per cent discount on first class city taxes 
terminates. 
Gasoline distributors’ reports and taxes and 
carriers’ reports due. 
Distributors’ permits renewable. 
Malt liquor licenses expire. 





de- 











RHODE ISLAND 
May 10 


Gasoline distributors’ monthly tax due. 

May 25 

Last day to file protest to valuation of corporate 
excess. 





SOUTH CAROLINA 
May 1 


Mercantile license fee in Beaufort County due an- 
nually on or before this date. 

Public utilities franchise or gross receipts must be 
paid on or before the ist day of May in every 
year. 

May 1-10 

Admissions to amusements return and stamp tax 
due between these dates. 

Power tax and report of public utilities due be- 
tween these date. 

May 20—— 

Gestline tax and report of dealers, distributors, 

importers and storers due on or before this date. 








SOUTH DAKOTA 
May 1 
Unlicensed motor vehicles subject to property 
taxes. 
Assessment date for property taxes. 
Personal property tax returns due during May’ and 





June. 
First half of property taxes delinquent. 
First half of artesian well annual taxes delinquent. 
Employment agency license fees due. 





May 15 
Cotsline reports and taxes due. 
Where gross income tax exceeds $10 per month: 
Tax, tax report and estimate due. 
Gross income tax on bulk sales and report due. 
May 31 
Gross income tax on bulk sales and report due. 








TENNESSEE 
May 1 


Property taxes bear interest from this date fol- 
lowing the date when such taxes were payable 
(first Monday in October preceding). In addi- 
tion, a penalty of % of 1 per cent for each 
month the taxes are delinquent is added on first 
day of each month, beginning with March 1. 

Stocks and bonds income tax payable to Depart- 
— of Finance and Taxation on or before this 

ate. 

Excise (income) tax returns are filed on or before 
this date with the Department of Finance and 
Taxation, Excise Division. 
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TEXAS 
May 1 
Last day to pay franchise tax. 
Last day for filing franchise tax report under 
extension. 
Last day for express companies to file report and 
pay tax to avoid penalties. 
May 20—— 
Gasoline taxes and reports due. 
May 25—— 
Oil production reports and taxes due. 











UTAH 
May 10—— 
Monthly report and tax of dealers in alcoholic 
beverages due. 
May 15 


Monthly gasoline tax and report due. 
Sales tax and return due. 

May 20—— 
Monthly fees of motor carriers due. 


VERMONT 





May 1- . . 
Hearing of persons aggrieved by appraisals. 





Mey 5- 
earing of persons aggrieved by appraisals shall 





not be held later than this date. 
May 9 
Appeal from grand list allowed to Board of Civil 
Authority. 
VIRGINIA 
May 1 





Small loans license period expires. 
Gross receipts tax reports a canal and railway 
corporations, express corporations, electric, gas, 
light, heat, power and water corporations, pipe 
line transportation companies, sleeping car, 
parlor car and dining car companies, steamboat 
and steamship corporations and telegraph and 
telephone corporations due. 
May 1-10—— 
Oyster purchasers’ inspection fee due. 
May 10 
Beer excise tax and’ report of beer sold during 
previous month due on or before this date. 
Beverages of not more than 3.2 per cent alcoholic 
content excise tax and report of beverages sol 
during previous month due on or before this 
date. 
May 20—— 
Gasoline statement and tax due. 


WASHINGTON 
Second Monday. 


Town boards.of supervisors in counties under 
township organization meet to equalize as- 
sessments and hear complaints. 

May 15 
Butter substitutes reports and taxes due. 
Gasoline reports and taxes due. 

Gross income (occupation) tax and return due. 

May 31 
Property tax assessments to be completed. All 

assessments lists due on demand. 

First half of real estate taxes (over $2) delinquent. 


WEST VIRGINIA 
May 1 


Last day for corporations to file list of taxable 
property. 
Tax commissioner may extend the time for dis- 
counts on first half of 1933 taxes to May 1, 1934. 
Second installment of property taxes (for preced- 
ing year) is due subject to 2% per cent discount. 
Surtaxes on occupation and privilege taxes due. 
May 10—— 
Petroleum dealers’ reports due. 
3rewers’ and beer distributors’ monthly report and 
excise tax due. 
May 15 ; 
Last day for auditor to notify foreign corporations 
of the amount of the license tax due. 
Retail sales tax and return due. 
On May 15, 1934 the surtax levied retroactively 
for the third period of the fiscal year is due. 
May 30—— 
Gasoline tax and report due. 




















WISCONSIN 
May 10 


Second installment of general taxes delinquent. 
Alcoholic beverage tax and monthly report due. 
May 15 
Monthly gasoline tax and report due. 
May 20—— 
Motor carrier compensatory tax and report due. 








WYOMING 
May 10 


Second installment of general taxes delinquent. 
Alcoholic beverage tax and monthly report due. 
Carriers’ monthly gasoline tax and report due. 
May 15 
Monthly gasoline tax and report due. 
Monthly sales tax and report due. 
Mav 20 


Motor carrier compensatory tax and report due. 

















rt under 


eport and 


alcoholic 


sals, 


sals shall 


1 of Civil 


1 railway 
tric, gas, 
ons, pipe 
ing car, 
steamboat 
raph and 


d during 
date. 

alcoholic 
ages sold 
fore this 


_ under 
ize as- 


n due. 
ted. All 


elinquent. 


f taxable 


» for dis- 
y 1, 1934, 
r preced- 
discount. 
axes due. 


eport and 
porations 


roactively 
s due. 


quent. 
rt due. 


rt due. 


juent. 
rt due. 
t due. 


rt due. 





Federal Tax Legislation Developments 


PPROVAL by the Senate of repeal of Section 
55(b) of the Revenue Act of 1934, providing for 
publicity of certain data from income tax returns, 
was delayed by attempts of Senator La Follette and 
Senator Couzens to add tax increase riders. The 
latter were rejected, but to the Doughton bill (H. R. 
6359) was added an amendment? sponsored by Sena- 
tor Costigan in response to an urgent appeal by the 
National Association of Tax Assessing Officers, the 
United States Conference of Mayors, and the Ameri- 
can Municipal Association to give state and local 
tax officials access to Federal tax returns. The text 
of the amendment follows: 

(b) All returns under this title shall be open to exami- 
nation by any official, body, or commission of any State 
or political subdivision thereof lawfully charged with the 
administration of any State or local tax laws and while 
engaged in the performance of official duties.2, Such exam- 
ination shall be made in a manner prescribed by the Com- 
missioner and approved by the Secretary. 

(c) Any information thus secured by an official, body, 
or commission of any State or political subdivision thereof 
shall be used only in connection with the administration 
of State or local tax laws and for no other purpose. Any 
such official or employee or agent of any such body or 
commission who divulges, except in the performance of his 
official duties, or when called upon to testify in any court 
or official proceedings, any information acquired by him 
through examination of said income-tax returns, shall be 
guilty of a misdemeanor and shall upon conviction be pun- 
ished by a fine of not less than $500 and not more than 
$1,000. 

In giving all state and local tax officials access 
to examination of income tax returns, a means is 
provided for more effective administration of the 
personal property tax. In a statement presented to 
Congress by the three organizations requesting ap- 
proval of the Costigan amendment, it was stated 
that in Chicago alone there exists an estimated 30 
billion dollars of taxable, but untaxed, personal 
property. If only half of this would be placed on 
the rolls the equalization of the property tax burden 
would practically cease to be a problem, it is de- 
lared; real property would be given a new lease 
on life, and the numerous ill conceived tax reduction, 
tax limitation, and homestead-exemption . schemes 
would practically vanish. What is true in Chicago, 
it is claimed, is true in every part of the United States. 
_ The defeated tax increase proposals made by 
Senator La Follette and Senator Couzens are likely 





'The bill as passed by the Senate was still in the Conference Com- 
mittee on April 5. 

? Under Section 55(a) of the 1934 Act and regulations thereunder, 
returns of individuals are open, in the discretion of the Commissioner, 
to state officials of States imposing an income tax or a tax on intangibles 
which is measured by income derived therefrom, providing the official 
seeking to inspect a return shows a written application signed by the 
governor under the seal of the state designating him to make_ the 
inspection and showing that the inspection is solely for such State 
income or intangible property tax purposes. 





to appear later in bills introduced in the House, 
where all bills for raising revenue must originate, or 
as amendments to revenue bills originating in the 
House. 


Senator La Follette’s amendment provided for re- 
duction of personal exemptions from $1,000 to $800 
for single persons and from $2,500 to $2,000, for 
married persons or heads of families, increase of the 
normal tax rate from 4 per cent to 6 per cent, and 
incr’ ises in surtax rates beginning with a rate of 
6 per cent upon surtax net incomes in excess of 
$4,000 and not in excess of $8,000, and increasing 
to a maximum of 71 per cent upon surtax net in- 
comes in excess of $1,000,000. 


The Couzens amendment provided for an excess- 
profits tax based on adjusted declared value of capital 
stock at rates as follows, to be substituted for the 


present 5 per cent rate on income in excess of 12% 
per cent of adjusted declared capital stock value: 


5% on net income in excess of 8% and not in excess 
of 12%; 

10% on net income in excess of 12% but not in excess 
of 20%; © 

20% on net income in excess of 20% but not in excess 
of 30%; 


40% of net income in excess of 30%. 


As to the adjusted declared value of the capital 
stock of a corporation, it is provided that it shall 
be determined as prescribed in Section 701 as of the 
close of the preceding income-tax taxable year (or 
as of the date of organization if it had no preceding 
income-tax taxable year). In other words, no re- 
declaration of capital stock value would be allowed. 


Following are summaries of tax bills recently 
introduced in Congress: 


Butter: Tax on Imports.—H. R. 6956 (Rep. Knutson, of 
Minn.) would impose an excise tax of 6 cents per pound 
on importation of butter. 


Cigarette Tax—H. R. 6672 (Rep. Knutson of Minn.) 
provides for amendment of subdivisions (a) and (b) of 
Section 400 of the Revenue Act of 1926, as amended, re- 
lating to taxes on cigars and cigarettes, to levy a dif- 
ferential tax on cigarettes varying according to the retail 
price per package of twenty as follows: Retailing at not 
more than 10 cents per package, $2.70 per thousand; 
retailing at 10 cents but not more than 15 cents per 
package, $3 per thousand; retailing at more than 15 cents 
per package, $3.30 per thousand; weighing more than 3 
pounds per thousand, $7.20 per thousand, except that if 
more than 6% inches in length they shall be taxable-at 
above rates, counting each 234 inches (or fraction thereof) 
of the length of each as one cigarette. 


Cotton Control Tax.—H. R. 6424 (Rep. Doxey of Miss.) 
is a bill to continue the Cotton Control Act, to provide 
for better administration of that act, and to exempt a 
limited quantity of cotton from tax thereunder by a pro- 
vision which in part, reads: “If the allotment of tax- 
exempt cotton to land of any producer of cotton is less 
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than two bales for the crop year 1935-1936, there shall be 
exempt from the tax under this Act so much of the cotton 
harvested on such land during the crop year as is in excess 
of the allotment but not in excess of two bales. * * * In 
the case of land cultivated by a tenant or share-cropper, 
if the allotment to such land to a person as owner thereof 
would be less than two bales, the allotment shall be made 
to and the exemption certificates issued to the tenant or 
share-cropper.”—Passed House on March 19. 


First-Class Mail Matter: Reduction of Rate.—H. R. 6725 
(Rep. Fenerty of Penn.) would restore the 2-cent rate on 
first-class mail matter. 


Flaxseed Processing Tax and Compensating Tax on 
Competing Products.—H. R. 6976 (Rep. Ayers of Mon- 
tana), H. R. 6977 (Rep. Buckler of Minnesota, and S. 2341 
(Senator Shipstead of Minnesota) provide for amendment 
of the Agricultural Adjustment Act to make benefit and 
rental payments to growers of flax, the revenue therefor 
to be derived from a processing tax on flaxseed at the rate 
of 35 cents per bushel of 56 pounds during the first mar- 
keting year that it shall be in effect and thereafter at a 
rate to restore the 1924-1933 price level. Provision is made 
for compensating taxes upon the first domestic processing 
of perilla seed and hempseed and all other seeds or nuts 
(except. tung nuts) yielding drying oils which compete 
with linseed oil. In the case of tung nuts the processing 
tax would apply only to imports, subject, however, to the 
provision that during any marketing year for flaxseed the 
tax would not be levied upon the importation of the first 
166,000,000 pounds of such tung nuts or their equivalent 
in tung products. It is specifically provided that no floor 
stocks taxes are to be levied in connection with the pro- 
posed new processing and compensating taxes. 


Fur Excise Tax Repeal.—H. R. 7019 (Rep. Knutson of 
Minnesota) provides for repeal of the excise tax on manu- 
factures of furs imposed by Section 604 of the Revenue 


Act of 1932, as amended by Section 608 of the Revenue 
Act of 1934. 


Income Tax in District of Columbia—H. R. 6646 (Rep. 
Ellenbogen of Penn.) provides for the levy of an income 
tax in the District of Columbia. In the case of the cor- 
porations and associations the prescribed rate is 40 per 
cent of the Federal income tax. For individuals it starts 
at 10 per cent of the amount paid as Federal income tax 
on “surtax net income” of $8,000 or less and is graduated 
to a maximum of 20 per cent of the amount paid as Federal 
income tax if the “surtax net income” is more than $90,000. 


Interest on Delinquent Federal Taxes.—S. 2296 (Sen. 
McAdoo of Calif.) provides that in all cases where the rate 
of interest to be collected upon delinquent Federal taxes 
has been fixed at 1 per cent a month, the rate of such 
interest shall hereafter be fixed at % per cent a month. 


Old Age Pensions.—S. 2081 (Sen. Lewis of Illinois) pro- 
vides for an appropriation of $25,000,000 for the fiscal year 
ending June 30, 1936 and $100,000,000 for each fiscal year 
to be allotted to the states by the Veterans’ Administration 
for “maintenance of aged dependents.” Section 13 of the 
bill specifies that taxes shall be collected by the Bureau 
of Internal Revenue, but no special taxes to provide the 


necessary wherewithal for the proposed benefits are pre- 
scribed. 





H. R. 2827 (Rep. Lundeen of Minn.) provides for the 
establishment of unemployment, old age, and social insur- 
ance, without prescribing a definite plan or enunciating 
specific policies. Section 4 makes an unlimited appropria- 
tion, and provides for obtaining necessary funds by levies 
on inheritances, gifts, and individual and corporate in- 
comes without providing any rates.—The bill was reported 
by the Committee on Labor to the House on March 15. 


Post Civil War Taxes: Recovery from Federal Govern- 
ment by States.—H. J. Res. 213 (Rep. Rogers of New 
Hampshire) consents that certain states may sue the United 
States, and provides for trial on the merits of any suit 
brought thereunder by a state to recover direct taxes 
alleged to have been illegally collected by the United 
States during the fiscal years ending June 30, 1866, 1867, 


and 1868, and vesting the right in each state to sue in its 
own name. 
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Tapioca, Sago, and Cassava Tax.—H. R. 6961 (Rep. 
Thompson of lllinois) provides for amendment of Section 
602 of the Revenue Act of 1932 by adding a new paragraph 
imposing a tax of 2% cents per pound upon the 
first domestic processing or use of tapioca, tapioca crude, 
tapioca flour, sago, sago crude, sago flour, or cassava. 
However, the tax is applicable ‘only with respect to the 
importation of such articles; Furthermore, the tax would 
not be subject to the provisions of subsection (b) (4) of 
Section 601 (prohibiting drawbacks) or Section 629 (re- 
lating to expiration of taxes). 


Additional Tax Collections Show Substantial 
Increase 


SUMMARY of the results of the field staff of 
«\ the Bureau of Internal Revenue for the fiscal 
year ended July 1, 1934 and the first half of the pres- 
ent fiscal year discloses that the Administration’s pro- 
gram of “stricter and impartial” enforcement of the 
tax laws has resulted in a substantial increase in the 
collection of additional taxes and recommendation of 
such taxes for assessment. These additional taxes 
represent amounts that are not declared by taxpayers 
and would be lost to the Government except for the 
work of Treasury revenue agents engaged in income 
tax investigations. 


For the fiscal years 1933 and 1934 an average of 
$206,060,000 in additional taxes was recommended 
for assessment, while for the first six months of the 
present fiscal year the amount was $112,554,476.25, 
which Commissioner Helvering has pointed out in- 
dicates that during the full fiscal year there will be 
found $225,000,000 in unpaid taxes, an amount nearly 
$20,000,000 in excess of the average reported for the 
prior two years. 

This increase in production by revenue agents is 
shown in the following table: 


Average 
additional tax Average cost Net average 


per agent per agent per agent 
12 mos. ended July 1, 1933...... $77,782.00 $4,464.00 $73.318.00 
12 mos. ended July 1, 1934...... 81,085.00 4,284.00 76,801.00 
6 mos. ended Dec. 31, 1934..... 44,673.00 2,171.00 42,502.00 


29 Per Cent Increase in Federal Income 
Tax Collections 


OR the first half of March this year Federal 

income taxes collected and deposited by collec- 
tors throughout the United States amounted to 
$191,358,909.26, compared with $147,794,894.18 de 
posited during the same period last year, an increase 
of $43,564,015, or 29 per cent. 


A report by Commissioner Guy T. Helvering 
shows that in only five collection districts out of 64 
was there a decrease from last year in the amount 
of collections. The states from which smaller col- 
lections than last year were reported are Georgia, 
Maine, Missouri (comprising two districts), and 
Nevada. 


Correction 


In the biographical sketch of Frederick C. Lusk, head of 
the Division of Legislation and Regulations of the Bureau 
of Internal Revenue, which appeared in the March issue of 
THE Tax MAGAZINE (p. 126), it was incorrectly stated that 
he has been professor of, taxation since 1930 at the Colum- 
bia University School of Law. The name of the law school 
should have been Columbus University School of Law. 
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Taxing the Income of the Husband 
and Wife 


(Continued from page 202) 
not save the tax. It may ultimately result in adding its 
part toward the adoption of the more direct and 
straight-shooting procedure which can be attained 
by grouping the husband and wife together for the 
purpose of measuring the family’s ability to pay. 

Under this suggested procedure, a gift from one 
spouse to the other, or the establishment of a family 
trust, would of course change the ratio of tax allo- 
cated to each. A gift from the husband to the wife 
would serve to make a greater portion of the tax 
allocable to the return of the wife, if she filed a sepa- 
rate return. A similar change in the allocation would 
result from a partnership agreement between the 
husband and wife. This is the only significance of 
such partnerships, for a partnership between the hus- 
band and wife is a relationship existing within the 
marital institution. It is not greater than, nor out- 
side of, the marital institution. It merely shifts the 
position of the parties. Such a shift is also possible 
in the case of a sale from one spouse to the other. 
A sale under such circumstances is likewise within 
the scope of the marriage. 

At the end of this review of the prevailing con- 
fusion in taxing the income of a husband and wife, 
there is at least one point upon which all should 
agree. It is this—the delay in advancing legislative 
corrective measures has been too long. Privileges of 
paying lower taxes, when granted for a number of 
years, appear to the beneficiaries to be vested rights, 
and the elimination of such privileges seems to have 
a constitutional aspect. Considering the fact that 
our Federal income tax law has been in effect for 
over twenty years and that the conditions discussed 
above have existed throughout that period, we have 
made little progress. Hence, we may well ask, what 
lies ahead? When do we begin to make substantial 
improvements ? 


Court Decisions 


(Continued from page 221) 


petitioner, loss on subsequent sale of such bonds at par 
by the other corporation was not deductible on a con- 
solidated return of the two corporations for 1928, based 
on the net cost of the assets to the other corporation, since 
the acquisition of the assets for bonds did not constitute 
a reorganization within the meaning of Section 112 of the 
1928 Act.—U. S. Circuit Court of Appeals, Second Circuit, 
in IVorcester Salt Company v. Commissioner of Internal 
Revenue. 


Decision of the Board of Tax Appeals, 29 BTA 526, 
affirmed. 


Depreciation.—Cost of baseball players’ contracts con- 
taining qualified options for renewal is not a depreciable 
item, but represents an ordinary and necessary expense 
of the business in the year in which paid, and the sum 
received from the sale of such contracts is income for the 
year in which received.—U. S. Circuit Court of Appeals, 
Eighth Circuit, in Guy T. Helvering, Commissioner of In- 
lernal Revenue v. Kansas City American Baseball Company. 
No. 9924. Nov. term, 1934. 

Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 


Discounts on Notes: Accounting Methods.—Discounts 
on notes received by taxpayer bank in 1929 were income 
for that year even though, under a hybrid accounting 
system in which some items were reported on a cash basis 
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and others on an accrual.basis, these discounts were accrued 
in 1928 and reported in income of that year in a return 
in which most of the items were treated on the cash basis. 
The ruling (Art. 322, Reg. 74) that a method of accounting 
will not be regarded as clearly reflecting income unless 
all items of gross income and all deductions are treated 
with reasonable consistency is a “proper and valid” regula- 
tion. The Commissioner’s acceptance of returns for 1928 
and prior years did not give rise to an estoppel.—uU. S. 
Circuit Court of Appeals, Second Circuit, in Mount Vernon 
Trust Co. v. Commissioner of Internal Revenue. 

Unpublished memorandum decision of the Board of 
Tax Appeals affirmed. 


Dividends.—Dividends received by a corporation from its 
subsidiary operating a mine in 1927 are not to be reduced 
on account of depletion sustained in prior years, merely be- 
cause the Revenue Acts in force in 1913, 1914, and 1915 did 
not authorize sufficient allowances to permit the tax-free 
recovery of amounts approximating the actual depletion 
sustained.—U. S. Circuit Court of Appeals, Eighth Circuit, 
in Lucky Tiger-Combination Gold Mining Company vw. Com- 
missioner of Internal Revenue. 

Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 

Where a corporation paid dividends in arrears on its 
cumulative preferred stock with its own unissued capital 
stock, the distribution was not a tax-free stock dividend. 
The taxpayer correctly reported the fair market value of 
the stock as a dividend, and on sale of the preferred stock 
was entitled to use its full cost as a basis unreduced on 
account of the dividend paid in common stock.—U. S. Cir- 
cuit Court of Appeals, Sixth Circuit, in Commissioner of 
oo Revenue v. Tillotson Manufacturing Company. No. 


Board of Tax Appeals decision, 27 BTA 913, affirmed. 


Income from Leases Made by a State.—Income received 
by petitioner, assignee of Minnesota school lands contain- 
ing iron ore, from the sublessees of a portion of such lands 
was not exempt from Federal income taxes in the years 
1927 to 1929, where such income did not result from opera- 
tions carried on under the original State lease, but from sub- 
leases containing terms differing from those of the original 
lease, and to which the State of Minnesota was not a party and 
under which the petitioner obtained a profit in the form 
of royalties, from the sublessees’ operation of the mines.— 
U. S. Circuit Court of Appeals, Eighth Circuit, in Wanless 
Iron Company v. Commissioner of Internal Revenue. No. 
10,080. Nov. term, 1934. 

Decision of the Board of Tax Appeals, 29 BTA 834, 
affirmed. 


Income from operation of Chicago buildings occupied 
by stores and offices is taxable though the buildings were 
on land owned and reserved by the State of Illinois and 
leased to the taxpayer and to others of whom the taxpayer 
was assignee, the proceeds of such leases being used ex- 
clusively for school purposes by the State—U. S. Court 
of Claims, in Louis Eckstein v. United States. No. 42075. 


Installment Sales of Property.—Upon transmission of 
installment obligations, occasioned by death of owner, gain 
may arise under Section 44 (d) of the Revenue Act of 
1928 by reason of previously unreported installment profit. 
—U. S. Circuit Court of Appeals, Second Circuit, in Alex- 
ander M. Crane et al. v. Guy T. Helvering, Commissioner of 
Internal Revenue. 

Decision of Board of Tax Appeals, 30 BTA 29, affirmed. 


Insurance Companies: Tax Liability—Premiums paid a 
title insurance company for policies guaranteeing land titles 
are earned when paid and constitute taxable income under 
Section 204 of the 1928 Act. 

Reserves set up by a title insurance company under the 
laws of Pennsylvania (Act of April 26, 1929, P. L. 834) are 
not deductible under Section 204 of the 1928 Act.—U. S. 
Circuit Court of Appeals, Third Circuit, in American Title 
Company v. Commissioner of Internal Revenue. No. 5482. 
Oct. term, 1935. 

Board of Tax Appeals decision, 29 BTA 479, affirmed. 

Interest on Overpayment of Taxes: Recovery Involving 
Account Settled—The Court denies plaintiff's right to 
recover interest on the overpayment from the date of pay- 
ment to the present time, notwithstanding its inability to 





















































































































































































































































































































































































































































recover the principal because of the bar of the statute of 
limitations. Plaintiff contended that it had six years to 
recover the interest even though recovery of the tax was 
barred because suit was not brought in apt time after 
rejection of the claim.’ It is held that, having accepted 
and ratified the refund, the account was settled and liability 
for the principal sum was thereupon extinguished and no 
interest could be collected for the period ensuing after the 
settlement was made. Notwithstanding the settlement of 
the account, the Court allows a recovery of that amount 
of interest which was due when the settlement was made 
but which it did not receive because of an error by the 
Commissioner in computing the amount of interest due 
plaintiff, where such mistake can be corrected without 
changing the status of the remainder of the account. One 
dissent on this issue. 

The Court, in ruling on a motion for a new trial, adheres 
to its previous opinion that the date on which the Com- 
missioner applied a part of a claimed refund to taxes for 
other years constituted the rejection date which started 
the statute of limitations on suit.—U. S. Court of Claims in 
Pratt & Whitney Company v. The United States. No. K-169. 


Joint Returns: Requirements for Filing.—Status of hus- 
band and wife on the last day of their taxable year deter- 
mines their right to file a joint return under Section 223 of 
the Revenue Act of 1924. “The petitioner became a 
widow on January 10, 1924. Her status on December 31, 
1924, the end of the taxable year, was that of a single 
woman. Having then no taxable interest in or duty with 
respect to her deceased husband’s income, whether realized 
before or after his death, she is precluded from filing a joint 
return of his income and hers, and from availing herself of 
his losses to reduce her own taxable gains.”—U. S. Circuit 
Court of Appeals, Third Circuit, in Katharine B. Bliss v. 
Commissioner of Internal Revenue. No. 5575, October term, 


1934. 
Board of Tax Appeals decision, 29 BTA 1037, affirmed. 


Liquidation Distributions.—Distribution by a corporation 
of all of its assets in excess of an amount equal to the 
par value of its outstanding capital stock is held to be a 
distribution in liquidation rather than an ordinary dividend, 
even though the corporation was not dissolved but was 
later revived with new shareholders and new property, un- 
der Section 115 (c) of the 1928 Act. 

Where a part of the above distribution represented the 
par value of shares received in prior years by way of stock 
dividend, it is held to have been received as a distribution 
in liquidation and not such a cancellation or redemption 
of the stock as would make it taxable as a dividend within 
Section 115 (g) of the 1928 Act.—U. S. Circuit Court of 
Appeals, Third Circuit, in Ward M. Canady, Inc. v. Commis- 
sioner of Internal Revenue. No. 5519. Oct. term, 1934. 

Decision of Board of Tax Appeals, 29 BTA 335, affirmed. 


Distribution made to stockholders in 1928 was in partial 
liquidation of the corporation’s capital stock, notwithstand- 
ing the method used was that of reducing the face value of 
each outstanding share instead of reducing the number of 
shares, where evidence showed a progressive decline in the 
business of the corporation since 1924 and the intention 
of the stockholders to gradually wind up the business.— 
U. S. Circuit Court of Appeals, Third Circuit, in Commis- 
stoner of Internal Revenue v. Tecla M. Straub. No. 5540. 
Oct. term, 1934. 


Losses.—No deductible loss was sustained by petitioner 
in 1927 by reason of market trading accounts being closed 
out, where the accounts were opened for petitioner by an- 
other, who guaranteed the brokers as well as petitioner 
against the loss sustained. The Board’s holding that divi- 
dends credited by the brokers to the account are not in- 
come, and that interest charged thereon is not deductible, 
will not be disturbed.—U. S. Circuit Court of Appeals, Sec- 
ond Circuit, in Finley Peter Dunne v. Commissioner of In- 
ternal Revenue. 

Decision of Board of Tax Appeals, 29 BTA 1109, affirmed. 


Sales by petitioner in 1928 of stock were bona fide sales 
even though stock was purchased by trust of which peti- 
tioner was a trustee and beneficiary, and the loss to him 
was deductible—U. S. Circuit Court of Appeals, Second 
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Circuit, in Edgar L. Marston v. 
Revenue. 
Decision of Board of Tax Appeals, 29 BTA 976, reversed. 


Payments by a Lessee Corporation to Stockholders and 
Bondholders of a Lessor Corporation: Tax Liability — 
Rental payments made direct to bondholders of lessor 
corporation by lessee corporation as interest on the first 
mortgage bonds of the lessor during the years 1928, 1929, 
1930, and 1931 were income to the lessor corporation to 
the extent of payments to bondholders, being payments in 
discharge of the lessor corporation’s indebtedness; pay- 
ments to stockholders of the lessor of balance of the rental 
payments were not income to lessor corporation, the 
stockholders being held to be donee-beneficiaries under 
the lease —U. S. District Court, Dist. of Connecticut, in 
United States of America v. Northwestern Telegraph Com- 
pany. Nos. 3632 and 3641. 


Procedure in Appeals Before the Board of Tax Appeals. 
—Where a Board member, sitting as a division at St. Paul, 
Minnesota, died after having taken a cause involving taxes 
for 1918-1923 under advisement, both parties having rested 
following the conclusion of the taking of testimony, it was 
the duty of the Board in subsequently disposing of the case 
to consider competent and material evidence introduced at 
the first trial, a transcript of which had been filed with the 
Board, and its action in suppressing such evidence was an 
abuse of its discretion.—U. S. Circuit Court of Appeals, 
Eighth Circuit, in Garden City Feeder Company v. Commis- 
stoner of Internal Revenue. No. 9973. Nov. term, 1934. 

Decision of the Board of Tax Appeals on this issue, 27 
BTA 1132, reversed. 


Property Ownership Agreements Between Husband and 
Wife.—Income from property acquired by husband and 
wife while living in Canada before removal to California is 
held not to be divisible between husband and wife in the 
absence of evidence showing status of property in Canada 
and of definite proof that petitioner and wife had modified 
their property relations as fixed by the laws of California. 
The income therefrom was taxable to the husband in 1928. 
—U. S. Circuit Court of Appeals, Ninth Circuit, in David 
Gordon v. Commissioner of Internal Revenue. No. 7484. 

Unpublished memorandum decision of the Board of Tax 
Appeals affirmed. 


Commissioner of Internal 


Reorganization.—Where one corporation acquired sub- 
stantially all of the voting stock of another corporation, but 
did not acquire any of the nonvoting (preferred) stock, and 
where the transaction was not followed by any dissolution, 
or transfer of assets, both corporations remaining in exist- 
ence, there was no merger or consolidation effected by the 
transaction, which did not constitute a reorganization 
within the meaning of Section 112, Revenue Act of 1928. 

Value of stock received by petitioner on November 26, 
1929 pursuant to exchange agreement was determinable 
as of November 13, 1929, the date when the exchange 
agreement had been made effective by election, and at the 
time when the real benefits and burdens of ownership ol 
the subsequently delivered shares were transferred.—U. S. 
Circuit Court of Appeals for the District of Columbia in 
Samuel W. Fordyce v. Guy T. Helvering, Commissioner of 
Internal Revenue. No. 6283. 

Reversing as to the second issue, and remanding Board 
of Tax Appeals decision, 29 BTA 1272. 





Petitioner owned 700 shares of stock in a corporation. 
On January 28, 1928, she sold 200 shares for cash, and 
immediately thereafter, upon being informed of the pur- 
chaser’s intention to acquire all of the shares owned by 
petitioner and others in such corporation, to effect a 
merger, accepted an offer of the purchaser corporation to 
exchange the balance of the shares for stock in the pur- 
chaser corporation. Thereafter the merger was accom- 
plished. In her tax return for 1928, petitioner properly 
treated the sale and the exchange as separate transactions, 
reporting the cash received and paying the tax on the basis 
of the difference between the cost price and sale price of 
the shares sold, and treating the exchange of shares as a 
tax-exempt transaction.—U. S. Court of Appeals for the 
District of Columbia, in Elizabeth Bruce v. Guy T. Helvering, 
Commissioner of Internal Revenue. No. 6262. 

Board of Tax Appeals decision, 30 BTA 80, reversed. 
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A reorganization under Section 203 (h), 1924 Act, results 
from the exchange in 1924 of all the stock in a corpora- 
tion for its bonds and for stock in a second corporation, 
although the first corporation was not dissolved.—U. S. 
Circuit Court of Appeals, Second Circuit, in John J. Watts 
y. Commissioner of Internal Revenue. Hugh C. Sicard v. 
Commissioner of Internal Revenue. Parker Sloane v. Com- 
missioner of Internal Revenue. Decision of Board of Tax 
Appeals, 28 BTA 1056, reversed. 





Pursuant to a plan of reorganization, one corporation 
acquired all of the assets and assumed all the liabilities of 
a second corporation in exchange for 1803 shares of its 
common stock and 1116 shares of its preferred stock, which 
the second corporation distributed pro rata to its common 
and preferred stockholders. All of its stock was thereupon 
surrendered and cancelled and the corporation dissolved. 
The first corporation at the time of the reorganization 
already owned 68 per cent of the common stock of the sec- 
ond corporation and therefore received back 1232 shares 
of its common stock which it immediately retired. The 
transaction is held to constitute a merger and to come 
within the exemption provided in Section 112(b) (3) of the 
1928 Act, and no gain should be recognized. Transaction 
distinguished from that in Gregory v. Helvering, 55 S. Ct. 
266.—U. S. Circuit Court of Appeals, Eighth Circuit, in 
Guy T. Helvering, Commissioner of Internal Revenue, v. 
Winston Brothers Company. No. 10,097. Nov. term, 1934. 

Decision of Board of Tax Appeals, 29 BTA 305, affirmed. 


Statute of Limitations—Taxpayer filed returns and paid 
income taxes for 1920 to 1923. Subsequently, upon an 
audit of his books and discovery of underpayments of taxes 
for those years, he filed amended returns and on April 4, 
1928, paid the additional taxes without protest. Such ad- 
ditional taxes do not constitute overpayments under Sec- 
tion 607, Revenue Act of 1928, for the filing of amended 
returns and paying of such taxes before assessment or 
demand by the Government constituted a waiver by the 
taxpayer of the statute of limitations with /*< €: to the 
assessment and collection of such taxes.—U. Court of 
Claims in Frank J. Horuff v. The United — ‘No. 42281. 


Suits for Recovery of Taxes.—Judgment in a previous 
suit involving the year 1919 operates as a bar to the present 
suit based upon an item giving rise to an overpayment 
in the same taxable year for which a timely claim for 
refund was filed upon a ground different from that stated 
in the previous suit—U. S. Court of Claims, in Chicago 
Junction Railways and Union Stock Yards Company, in Con- 
solidation with Union Stock Yard and Transit Company, 
Chicago Junction Railway Company, Central Manufacturing 
District, Stock Yard Harness & Saddlery Company, Chicago 
Junction Railroad Company, and Produce Terminal Corpora- 
tion v. The United States. No. 42588. 


Taxable Income.—Taxpayers realized income in 1929, 
when bonds, issued to them in 1927 for services rendered, 
were retired, to the extent the amount received on retire- 
ment exceeded the value of the bonds reported by them as 
income at the time of issue. 

Attorney’s fee paid in 1928 for services rendered in con- 
nection with sale of property by corporation is deductible 
in that year, even though the sale was not consummated 
until 1929.—U. S. Circuit Court of Appeals, Eighth Circuit, 
in WV. A. Smith, et al., v. A. J. Russell, Former Collector of 
Internal Revenue. No. 10,089. March term, 1935. 

Decision of lower court (East. Dist. of Ark.) affirmed. 


Transferee Tax Liability.—Liability as a transferee under 
Section 280 of the 1926 Act for the 1923 taxes of an oil-well 
venture (held to be an association taxable as a corporation) 
is determined as to a holder of an interest in the venture. 
He sold his interest to another corporation for $10 a unit, 
and is held not liable as a transferee for the amount re- 
ceived from such sale. He was so liable, however, to the 
extent of $1.70 per unit distributed to him by the oil-well 
association out of assets —U. S. Circuit Court of Appeals, 
Ninth Circuit, in Commissioner of Internal Revenue v. Erle 
Gerard. 

Board of Tax Appeals decision, 28 BTA 236, affirmed with 
modifications as to tax liability for units received from the 
oil-well association. 

Trusts.—Petitioner is not taxable upon the income from 
certain trusts created by him in 1925 and 1926 which, under 
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trust agreements, was payble to him to be used solely for 
the support, maintenance, and education of his three minor 
children.—U. S. Circuit Court of Appeals, Seventh Circuit, 
in Edmond O. Schweitzer v. Commissioner of Internal Reve- 
nue. Nos. 5323, 5324. Oct. term, 1934, Jan. session, 1935. 

Reversing and remanding Board of Tax Appeals decision, 
30 BTA 155. 


A trust, the corpus of which consisted of some twenty 
apartment houses, created for the purpose of preventing 
a partition and division of the property in case one of the 
owners died within a definite period of time, is held taxable 
as a trust, and not an association, within the meaning of 
the Revenue Acts of 1926 and 1928.—U. S. Circuit Court of 
Appeals, First Circuit, in Coleman-Gilbert Associates v. Com- 
missioner of Internal Revenue. Nos. 2975, 2976. Oct. term, 
1934. 

Unpublished memorandum decision of the Board of Tax 
Appeals reversed. 


Amounts expended in 1924 and 1925 by trustees under 
the terms of the will, for maintaining a residence for the 
testator’s son, were not distributable income and not 
taxable to the son.—U. S. Circuit Court of Appeals, Sec- 
ond Circuit, in Commissioner of Internal Revenue v. Henry 
Bradley Plant. 

Board of Tax Appeals decision, 30 BTA 133, affirmed. 


Four trusts created by decedent (death in 1928) in 1921 
were not transfers in contemplation of death or to take 
effect at or after death where the only interest which the 
decedent retained was the right to have the trust property 
revert to him in case the beneficiaries should predecease 
him, and where the motives for the transfer were to make 
his children independent and to avoid high surtaxes upon 
his income, both motives intimately associated with life.— 
U.S. Circuit Court of Appeals, Eighth Circuit, in St. Louis 
Union Trust Company, a Corporation, and W ‘illiam Edwin Guy, 
Executors of the Estate of William Evans Guy, Deceased, v. 
Louis J. Becker, Collector of Internal Revenue. No. 10,078. 
March term, 1935. 

Decision of lower court (East. Dist. of Mo.) reversed. 
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Waivers.—On motion (in a suit to recover interest as- 
sessed and paid under protest after execution of waiver 
of appeal) raising an issue as to whether a waiver, executed 
by the taxpayer on October 15, 1927, waiving the right to 
file an appeal to the Board and consenting to the assess- 
ment and collection of a deficiency in income tax for 1922, 
was conditional, (in the sense in which the writing dealt 
with in Columbian Carbon Co. v. U. S., 3 Fed. Supp. 536, 
was held to be conditional), the court rules that the waiver 
was not conditional—U. S. District Court, So. Dist. of 
New York, in The Standard Commercial Tobacco Company, 


Inc. Charles W. Ande rson, Collector of Internal Revenue. 
No. 154/436. 


Diversion of Gasoline Tax Revenue 


(Continued from page 205) 

is, a tax is sometimes justifiable on the grounds that 
a government needs revenue and that a particular 
tax is the most expedient way of getting it. Such 
a basis is, naturally, not a satisfactory justification 
for any permanent fiscal measure. It may be an 
acceptable basis, however, for short-term, emergency 
purposes. 

Applying the various bases for the justification of 
gasoline taxes to the problem of diversion, the fol- 
lowing conclusions may be drawn. Since gasoline 
taxes are justified primarily on the benefit principle, 
the weight of the argument is against the practice 
of diversion. This is true in spite of the existence of 
a surplus after ample highway facilities have been 
provided. The mere existence of surplus funds does 
not justify diversion. The anti-diversionists main- 
tain that surpluses would not appear if adequate 
highway facilities were provided. They point out 
that more attention should be given to the i improve- 
ment of secondary roads, wider highways for con- 
gested areas, elimination of grade crossings, and 
proper maintenance of the existing highway system. 


Another argument against diversion is that part of 
the gasoline tax is shifted backwards and becomes 
a burden upon the petroleum industry. This indus- 
try is, presumably, already carrying its fair propor- 
tion of the tax load. To the extent, then, that the 
industry is bearing a portion of gasoline tax funds 
which are used for non-highway purposes, it is being 
discriminated against. On the other hand, if all 
gasoline tax collections are used on the highways, 
the industry may be able to recoup a part of the 
burden which it has borne through a wider market 
for its products. 


Notwithstanding the strong case against diver- 
sion, the proponents of the practice have some argu- 
ments in their favor. In attempting to justify the 
tax, it was found that the benefit principle could not 
be accepted as the exclusive basis. It was necessary 
to fall back upon ability to pay and expediency. 
And to the extent that these bases are acceptable, 
diversion is defensible. Now it is obviously impos- 
sible to set any arbitrary limit to the extent to which 
diversion is justifiable. It is certain, however, that 
any sound fiscal policy would recognize the pro- 
priety of diversion within reasonable limits. There 
can be no reasonable doubt as to the justification of 
moderate diversion for short-term, emergency 
purposes. 


Since the use of funds for other than road purposes 
must rest, however, on ability or expediency, the 
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burden of proof falls upon the advocates of diversion. 
First, it must be determined that the purpose, whether 
for education, unemployment relief or something else, 
is desirable. If it is found that the purpose is de- 
sirable, then it must be decided whether it can be 
afforded. Finally, it must be shown that gasoline 
tax payments are more in accordance with ability 
to pay than are property, income and other forms 
of taxation, and that diversion of gasoline tax funds 
is the most expedient method of getting the revenue. 


Significant Decisions of the Board 
of Tax Appeals 


Accrual Date of Property Taxes in California—Where 
under the laws of the State of California the liability for 
county and city taxes is determined by the ownership of 
property on the first Monday in March of each year, taxes 
accrue on such date, and where petitioner acquired certain 
property on June 13, 1930, and thereafter paid the taxes 
for that year, the expenditure for the payment of the taxes 
became a part of the cost of the property and is not deduct- 
ible as taxes under section 23, Revenue Act of 1928— 
California Sanitary Company, Ltd. v. Commissioner, Dec. 8889 
[CCH]; Docket 68655. 

Affiliated Corporations: Consolidation of Appeals.—1l. A 
motion by the Commissioner to consolidate into one pro- 
ceeding three proceedings separately brought, one by a 
parent corporation and the other two by members of the 
affiliated group, is denied because no good reason for such 
consolidation has been advanced and, in the opinion of the 
Board, such consolidation would be inadvisable. 

2. The Commissioner has no power to prescribe rules of 
practice and procedure in relation to proceedings brought 
by members of an affiliated group of corporations and to 
limit and define the manner in which they may be repre- 
sented before the Board, and article 16 of Regulations 
75, in so far as it attempts to do so, is invalid and the 
Board will not be bound by it—Community IVater Service 
Company v. Commissioner, Dec. 8900 [CCH]; Docket Nos. 
77560, 77568. 


Corporation Distributions—In connection with a _reor- 
ganization of petitioner’s financial structure, two individuals 
who owned practically all petitioner’s capital stock ex 
changed their old stock for all the preferred stock, all of 
the series A special common stock and 70 per cent of the 
series B common stock of the new setup, the remaining 
30 per cent of the B stock going to certain employees. 
Series A stockholders were to receive a dividend annually 
from income of certain segregated assets, which assets 
were to be gradually liquidated and used as a sinking fund 
to eventually retire the series A stock. Petitioner agreed 
to pay the two individuals 6 per cent on the total amount 
it had collected from the liquidation of the segregated 
assets up to beginning of tax year, until such time as 
property of a value equal to the liquidated assets should 
be assigned to them. It is held that such payments con- 
stituted dividends within the meaning of Section 115 (a) 
of the Act of 1928, rather than either interest or expenses 
under Section 23 of the same act.—Perrine & Buckelew, Inc. 
v. Commissioner, Dec. 8898 [CCH]; Docket No. 64065. 

Leech and Turner dissent, without opinion. Van Fossan 
wrote a dissenting opinion, with which Smith agrees. 

Deductions from Gross Income.—1. Amounts expended 
by the petitioner in the fiscal year in question as brokerage 
fees and attorney fees incident to the execution of a 40-year 
lease on property owned by the petitioner constitute capital 
expenditures, deductible over the years of the lease, rather 
than ordinary and necessary business expenses, deductible 
in the year in which expended, even though the business 
of the petitioner was solely that of owning and leasing 
properties. 

2. Amounts paid in the year in question as attorney fees 
and fees of an expert witness in accomplishing a reduction 
of a special assessment by the city of Chicago against the 
petitioner for alleged benefits resulting to petitioner’s prop- 
erty from the widening of a street are ordinary and neces- 
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sary business expenses and are deductible in the year in 
which expended.—Chicago Dock & Canal Company v. Com- 
missioner, Dec. 8907 [CCH]; Docket No. 48268. 


Dividends Paid to Holder of a Certain Record Date After 
Subsequent Transfer of the Shares—Incidence of Tax.—On 
Jan. 23, 1923, a corporation declared dividends payable 
Feb. 10, 1923, to stockholders of record on Jan. 26, 1923, 
and on Feb. 3, 1923, a stockholder in the hotel company 
entered into a contract to subscribe for shares in an invest- 
ment company, agreeing “to pay therefor” by “selling, 
assigning, transferring and setting over” to the investment 
company his shares in the hotel company, ‘together with 
any dividends which may be paid hereafter upon said stock 
prior to the certificates therefor being transferred upon the 
books of said company,” which transfer on the books oc- 
curred February 13, 1923, the books being closed to trans- 
fers from January 26 to February 10, 1923. On February 10 
the hotel company mailed a check for such dividends to 
the taxpayer as record holder, the same being received not 
later than February 12. On February 16 the check was 
deposited by taxpayer to his order and on February 20, 
1923, he drew his check to the investment company for the 
amount of such dividends, which check was duly delivered 
to the investment company. It is held the dividends were 
taxable to the taxpayer, the stockholder of record on Janu- 
ary 26, 1923.—Franklin J. Machette v. Commissioner, Dec. 
8882 [CCH]; Docket No. 40710. 

Trammell dissents, without written opinion. 


Interest on Trust Certificates Paid from Interest Re- 
ceived on Municipal Obligations Held by Trust.—A private 
corporation, doing business in the State of Texas, and own- 
ing a varied assortment of obligations of subdivisions of the 
states of Texas and New Mexico, created a trust and trans- 
ferred the municipal obligations to it, the corporation 
thereupon issuing trust certificates secured by the obliga- 
tions in trust, the interest upon the trust certificates, except 
in certain instances, being payable by the trustee out of 
interest collected on the obligations. It is held that the 
interest paid to the holders of the trust certificates is to 
be included in gross income, and is not free from tax as 
interest upon the obligations of a state or political sub- 
division thereof, under section 22(b)(4) of the Revenue 
Act of 1928.—Bess Schoellkopf v. Commissioner, Dec. 8885 
[CCH]; Docket Nos. 71974, 71975. 

Leech in a dissenting opinion says: “It seems to me that 
the result announced in the majority opinion is not sup- 
ported therein by any sufficiently material distinction from 
the situation presented in Carson Estate Co., [Dec. 8792], 
31 B. T. A. 607, in which we reached a different conclusion. 
Accordingly, I respectfully dissent.” 

Black agrees with this dissent. 


Losses.—Petitioner, engaged in the business of buying 
and selling securities dealt in on the New York Stock Ex- 
change, is entitled to deduct losses sustained during the 
taxable year under the provisions of Section 23 (e) (1) of 
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the Revenue Act of 1928 upon the sales of securities pur- 
chased and held on margin, notwithstanding, immediately 
after the execution of orders of sales, purchase orders were 
executed for the repurchase of the same kinds and numbers 
of shares so disposed of.—ll’alter Thiele v. Commissioner, 
Dec. 8892 [CCH]; Docket No. 67506. 


Turner dissents, without written opinion. 


Net Losses.—The petitioner, a corporation, was organized 
to take over the assets and business of a former corpora- 
tion, the charter of which had been forfeited for failure 
to pay the state corporation license fees. It is held that 
petitioner, in computing its taxable net income, may not 
deduct net losses sustained by the old corporation nor net 
losses sustained by the business during the interval be- 
tween the date of forfeiture and the date the petitioner 
was organized. Planters’ Cotton Oil Co. v. Hopkins, 286 
U. S. 332, and McLaughlin v. Purity Investment Co. — 
Fed. (2d) — (C. C. A., 9th Cir., Jan. 21, 1935).—The Weber 
Flour Mills Company v. Commissioner, Dec. 8901 [CCH]; 
Docket No. 60102. 

Security Transfers and Sales: Tax Basis.—1. In 1929 
the petitioners exchanged certain securities for shares of 
stock of Insull Utility Investments, Inc., and immediately 
after the transfer were in control of the corporation. The 
exchange of securities for shares of stock of Insull Utility 
Investments, Inc., was held to constitute a nontaxable 
exchange. 

2. At the time of the exchange above referred to the 
petitioners received rights to subscribe for additional shares 
of the common capital stock of Insull Utility Investments, 
Inc., which rights at the date of receipt had no value. They 
exercised these rights in 1929 and six days later sold certain 
shares of the stock thus acquired at a large profit. The 
Board held that the gains derived from such sales were 
ordinary gains and not capital net gains. 

3. In August 1930 the petitioners received additional 
rights to subscribe for additional shares of the common 
capital stock of Insull Utility Investments, Inc. These 
rights were never exercised but in September 1930 were 
exchanged for stock of another corporation having a mar- 
ket value as of the date of receipt of $23 per share. It 
was ruled that the resulting profits were ordinary gains 
and not capital net gains.—Samuel Insull, Jr. v. Commis- 
stoner; Margaret A. Insull v. Commissioner; Samuel Insull v. 
Commissioner, Dec. No. 8883 [CCH]; Docket Nos. 68001- 
68003, 68503-68506. 

Goodrich dissents. Arundell, Van Fossan and McMahon 
dissent on the first point. 


Surtax on Corporations Accumulating Excessive Surplus. 
—The petitioner corporation was organized to take over 
the cartoon business of an individual. One object of con- 
ducting the business in corporate form was to put the 
individual on a salary basis and thereby attempt to curb 
his lavish expenditures and another—which would follow 
if the first was accomplished—was to accumulate sufficient 
capital to meet certain contingencies which, if they ma- 
terialized, would require considerable sums of money. The 
surplus accumulated in the two taxable years, 1926 and 
1927, was not unreasonable to meet the possible needs of 
the business. It was held that petitioner was neither 
formed nor availed of in 1926 and 1927 for the purpose of 
permitting its stockholders to escape surtax and Section 
220 of the Revenue Act of 1926 does not apply—Fisher and 
Fisher, Inc., Dec. 8906 [CCH]; Docket No. 60929. 


Van Fossan and McMahon wrote dissenting opinions. 








Jurisdiction of Federal Courts and 
Procedure in Such Tribunals 


(Continued from page 216) 
The following, while neither controlling nor fully 
measuring the Supreme Court’s discretion, indicate 
the character of reasons which will be considered by 
the court; where a state court has decided a Federal 
question of substance not theretofore determined by 
the Supreme Court, or has decided it in a way prob- 
ably not in accord with applicable decisions of the 
Supreme Court; where a circuit court of appeals has 
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rendered a decision in conflict with the decision of 
another circuit court of appeals on the same matter; 
or has decided an important question of local law in 
a way probably in conflict with applicable local de- 
cisions; or has decided an important question of 
general law in a way probably untenable or in conflict 
with the weight of authority; or has decided an im- 
portant question of Federal law which has not been, 
but should be, settled by the Supreme Court; or has 
so far departed from the accepted and usual course 
of judicial proceedings, or so far sanctioned such a 
departure by a lower court, as to call for an exercise 
of the Supreme Court’s power of supervision.’* 

The application for certiorari is, of course, made 
to the Supreme Court of the United States.’”? Ij 
there is any question as to the proper court to ad- 
dress the writ to it is a safe practice to file separate 
petitions asking that writ of certiorari be directed 
to the courts about which there is any doubt. 

Where the jurisdiction of the highest court of a 
state to review is declined, the writ of certiorari 
from the Supreme Court should be addressed to the 
lower court. The rule is the same even though the 
highest state court declines jurisdiction in an opinion 
on the merits of the case.!** 

The Supreme Court on certiorari will not consider 
questions not raised or disclosed by the record and 
which were not considered by the court below. 
It is only in exceptional cases, and then only in cases 
from the Federal courts that questions not pressed 
or passed upon below are considered in the Supreme 
Court.” The Court is not called on to consider any 
question not raised by the petition for certiorari.’” 





Rulings of the Bureau of Internal Revenue 


Capital Loss Limitation—Where a joint return is filed 
and the wife takes into account under Section 117 (a) of 
the Revenue Act of 1934 a loss of $7,000 in excess of gains 
on sales of capital assets, she is limited to a deduction of 
$2,000 under Section 117 (d) of that Act. Where the wife's 
income from other sources was only $400, the balance of 
the deductible loss amounting to $1, 600 may be applied 
against the net income of the husband in computing the 
combined net income of the husband and wife in ny joint 
return. (See T. D. 4511, I. R. B. XIV-3, 6.)—I. T. 2869, 
X1IV-10-7353 (p. 3). 


Compensation of Emergency Relief Administration Em- 
ployees; Tax Liability—The compensation of officers and 
employees of State emergency relief administrations which 
is paid by the State from its public funds (as distinguished 
from funds granted to it by the Federal Government) is 
exempt from Federal income tax. To the extent that such 
compensation is paid by the State either directly or indi- 
rectly from funds granted to the State by the Federal 
Government under the provisions of the Federal Emer- 
gency Relief Act of 1933, approved May 12, 1933 (48 Stat. 
55), it is subject to Federal income tax. The compensation 
of officers and employees which is paid directly by the 
Federal Government is also subject to Federal income tax. 

If the compensation is paid by the State from a fund 
composed in part of State funds and in part of Federal 
grants, that part of the compensation paid from Federal 
grants is subject to Federal income tax.—I. T. 2859, XIV- 


7-7312 (p. 8). 


121 Rule 38, Section 5. 

y Seaboard Airline Railroad Co. v. Horton, 176 N. C. 115, 96 S. E. 
954. 

123 American Railway Express Co. v. Levee, 263 U. S. 19 (1923). 
Western Union v. Priester, 276 U. S. 252 (1928). 

124 Ed Hines Yellow Pine Trustees v. Martin, 268 U. S. 458 (1925). 

1% Blair v. Oesterlein Machine Co., 275 U. S. 220 (1927). 

16 Gunning v. Cooley, 281 U. S. 90 (1930). Webster Electric Co. v. 
Splitdorf Electric Co., 264 ¥ S. 463 (1924). Alice State Bank ” 
Houston Pasture Co., 247 U. S. 240 (1918). 
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Compensation Received as Public Administrator of a 
County.—The compensation received by the taxpayer for 
services rendered as public administrator of a county in 
Massachusetts is subject to Federal income tax. Recom- 
mended that I. T. 1693 (C. B. II-1, 72) and I. T. 2030 
(C. B. I1T-1, 117) be revoked.—G. C. M. 14116, X1V-10-7351 
(p. 2). 


I. T. 1693 (C. B. II-1, 72), which holds that the compen- 
sation of a public administrator in the State of Missouri 
is exempt from Federal income tax, is revoked, in view of 


G. C. M. 14116.—I. T. 2870, XTV-10-7356 (p. 13). 


I. T. 2030 (C. B. III-1, 117), which holds that the com- 
pensation of a public administrator of a county in Montana 
is exempt from Federal income tax, is revoked, in view of 


G. C. M. 14116.—I. T. 2871, XTV-10-7357 (p. 13). 


Conveyances—Stamp Tax Liability Under 1926 Act as 
Amended.—In so far as a deed conveying oil, gas, and coal 
leases in West Virginia merely grants the right to extract 
oil and gas, the deed in question did not convey realty 
and is not subject to the stamp tax on conveyances imposed 
by Schedule A-8 of Title VIII of the Revenue Act of 1926, 
as added by Section 725 of the Revenue Act of 1932. With 
respect to the so-called leases covered by the deed which 
actually conveyed title to the oil, gas, or coal in place, or 
obligated the “lessee” to extract or pay for all the oil, 
gas, or coal obtainable from the property, the deed to the 
extent of such “leases” is a conveyance of realty and is 
subject to stamp tax. Since there is no segregation of 
the total consideration received for the property, which 
includes personalty, the tax should be based upon such part 
of the total consideration as the value of the realty is of 
the whole value of the property conveyed. The burden of 
establishing the portion of the total consideration which 
is not subject to tax rests upon the parties to the deed.— 
G. C. M. 14348, XIV-7-7318 (p. 24). 


Deductions from Gross Income.—Whether a taxpayer 
(creditor) to whom his debtor has assigned an insurance 
policy on the debtor’s life as security for a debt is entitled 
to deduct in the year of payment amounts paid by the 
taxpayer as current premiums on the policy depends upon 
two factors—(1) whether the taxpayer has a right of re- 
imbursement therefor, and (2), if so, whether such right 
is worthless. Recommended that I. T. 1511 (C. B. 1-2, 
88) be modified —G. C. M. 14375, X1V-9-7338. 


For Federal income tax purposes deductions of reserves 
and contributions made by employers under the Wisconsin 
unemployment reserves and compensation act, which be- 
came effective July 1, 1934, will be allowed as follows: 

(1) Amounts paid or incurred during the taxable year 
(dependent upon the method of accounting regularly em- 
ployed) to the unemployment administration fund on ac- 
count of actual and uncontested liabilities, and 

(2) Amounts paid or incurred during the taxable year 
to employees out of or against bookkeeping reserves in the 
case of “qualified” employers, or amounts paid or incurred 
during the taxable year to employees out of or against 
unemployment reserve funds in the hands of the State 
or other fiduciaries, provided such payments or charges 
represent actual and uncontested liabilities. 

Reserves set up by employers, or contributions made to 
unemployment reserve funds in the hands of the State or 
other fiduciaries, are not deductible as such but, as “pre- 
viously stated, the amounts of actual and uncontested 
liabilities for such expenses paid from or incurred against 
such reserves or unemployment reserve funds are deduct- 


ible—I. T. 2866, XIV-9-7339 (p. 4). 





Where a bondholder surrendered his right to receive cash 
in payment of interest and accepted in lieu thereof a nego- 
tiable scrip certificate which bore interest, the debtor cor- 
poration should file withholding returns on the basis of the 
fair market value of the scrip certificates at date of issu- 


ance.—G. C. M. 14182, XI V-9-7340 (p. 6). 


Dividends paid on preferred stock issued by a national 
bank to the Reconstruction Finance Corporation are not 
deductible in computing the Federal income tax liability 
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of the bank.—Opinion by Charles T. Russell, Deputy Com- 
missioner of Internal Revenue, in a letter dated February 
9, 1935, addressed to the Merchants National Bank of 
Mobile, Ala. 


Dividend Tax.—Where a dividend was declared before 
December 31, 1933, on which the corporation failed to 
withhold and pay the dividend tax and where an assess- 
ment of such tax is made in 1935, stockholders on a cash 
basis may deduct the tax in the year in which they pay 
the tax and not in the year the dividend was paid.—Ruling, 
in effect, of telegram by Charles T. Russell, deputy Com- 
missioner of Internal Revenue in response to inquiry wired 
by Mr. John A. Conlin, of Newark, N. J. 


Exclusions from Gross Income.—Profits realized by 
the State of Montana from the operation of liquor stores 
by the State are not subject to Federal income tax under 
the Revenue Act of 1934. G. C. M. 13745 (1. R. B. XTII-41, 
4) is not to be considered as a ruling on the constitutional 


issue involved.—G. C. M. 14407, XIV-7-7316 (p. 4). 


Exemption from Federal Income Tax.—Code authorities 
will be granted exemption from Federal income tax and 
from filing income-tax returns provided an affidavit is filed 
as prescribed in Art. 101-1 of Reg. 86. The exemption does 
not extend to members or employees of code authorities 
as individuals.—Opinion in National Recovery Administra- 
tion Press Release No. 10490, dated March 13, 1935. 
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Losses.—The stockholders of the M Company, which 
was in liquidation in 1932, surrendered their stock in that 
corporation in that year and received the principal assets 
of the company together with participation certificates in 
the remaining assets. Final payment on the participation 
certificates was received in 1934. If the total amount real- 
ized by a stockholder was less than the basis of his stock, 


a loss was sustained by him in 1934.—G. C. M. 14207, XIV- 
7-7311 (p. 2). 


After consideration of the financial affairs of the above 
company it has been concluded by this office that the 5% 
Sinking Fund Gold Debentures did not become worthless 
in whole or in part in 1932, 1933 or 1934. 


It has also been determined that the entire cost of the 
Participating Debentures, represented in this country by 
“American Certificates” could be written off in 1932, pro- 
vided the taxpayer had complied with the statute regarding 
bad debts. This office is also of the opinion that any tax- 
payer on the cash basis who has claimed a deduction in 
respect to these debentures in 1933 or 1934 might also be 
allowed a deduction in such year, provided he has complied 
with the statute in regard to ascertainment and charge off, 
but such allowance should be limited to a deduction repre- 
sented by the par value of the debentures. The reason 
for this limitation is that the debt is the par value of 
debenture and does not include the premium paid for same. 


A taxpayer on the accrual basis may, in like manner, be 
allowed as a bad debt the par value of the debenture plus 
any unpaid interest that has been reported as income. 


The foregoing recommendation does not cover the status 
of the premium paid for American Certificates in 1932 cases 
where the taxpayer has not complied with the statute 
relative to ascertainment and charge off. The reason for 
this is that there is no known precedent for the allowance 
of a deduction of this character and, due to the uncertain 
nature of the proposition, it is deemed advisable to give 
this matter further consideration—Recommendation by 
R. S. Gayton, Chief of the Securities Section, under a 
report dated January 8, 1935, bearing symbols IT:V:SE- 
R.S.G., and made available to Edward S. Greenbaum, 
Trustee in Bankruptcy. 


Rates of Exchange Acceptable by Bureau.—According to 
I. T. 2863, XIV-8-7327 (p. 2), the following rates of ex- 
change are accepted by the Bureau of Internal Revenue 
as the current or market rates of exchange prevailing as 
of December 31, 1934: 


Value in 

terms of 

United 

, States 

Country or city. Monetary unit. money. 
RR RR re Peso (gold) ..... $0.747443 
Argentina . dia Gale ee Peso (paper) . .328875 
0 Pound cmerting) 3.915000 
Austria .... gcrle siege Schilling . ; .187810 
Belgium err -234853 
Brazil os0 + ee Reerens .081825 
Bulgaria i alee Lev ata .012125 
Ie Sn 6, era tes a eee Dollar . 1.005482 
Chile Poe -102125 
China (Shanghai) ....Yuan Dollar . .345312 
ER ae ciel'd ac vs Weweired Peso -645200 
ES eee Peso -999200 
Czechoslovakia .Koruna ..... .041856 
EE ols. 5. os noe ela Krone Brim .220466 
eee Pound (sterling) a or 4.940416 
Finland ... So li : .021831 
France <«emeneeed -066156 
RD: 33s... « sa eme Reichsmark .402838 
Greece ...Drachma .009375 
Hong Kong .. Dollar .426875 
SS ERR re Pengo .296675 
India . .. Rupee .371430 
Italy ’ eee 6 ee .085705 
RT eer ven .. .287290 
exico .... Peso .277625 
Netherlands . Florin .677892 
New Zealand .... Pound (sterling) 3.938437 
Norway ....... : ..Krone -248133 
Peru .. Sol -240000 
Philippine Islands .Peso . .500000 
Poland .Zloty . .189200 
Portugal . Escudo -045006 
Rumania ....... .. Leu .010050 
Spain eee .137125 
Straits Settlements ........ Dollar .. .578500 
ENE eS Krona . .254600 
Switzerland ewe eee o PROC .324685 
Union of South Africa..... Pound (sterling) 4.886500 
Uruguay ARES PR em Peso (gold) .803000 
PINE 5varsacary de eacarew rae Dinar .022718 
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In cases involving the conversion of foreign currency 
into United States currency in foreign countries, the rate 
of exchange should be used which most clearly reflects 
the taxpayer’s income—whether that rate be the official 
rate of exchange, the open market rate of exchange, or 
some other rate of exchange. Such rate or rates as are 
used by the taxpayer will be subject to verification and 
check upon audit of the taxpayer’s returns.—Ruling in 
letter dated February 26, 1935, addressed to The Mer- 
chants’ Association of New York, 233 Broadway, and 
signed by Guy T. Helvering, Commissioner of Internal 
Revenue. 


Refund of Taxes Paid Pursuant to the Tobacco Act of 
June 28, 1934.—Claims for the redemption of stamps which 
have been used for the payment of taxes imposed by the 
Tobacco Act are claims for refund within the intent of 
section 1l(a) of the Act, and, therefore are subject to 
the 6-month period of limitation therein prescribed. 

The foregoing reasoning does not apply to claims coy- 
ering unused stamps. Such claims are not for the refund 
of taxes actually paid and, therefore, are not within the 
scope of section 1l(a). They are claims for redemption 
of unused stamps and are governed by the Act of May 12, 
1900, as amended.—G. C. M. 14462, XIV-10-7360 (p. 20). 


(Continued on page 251) 


Federal Tax Liens Under Revised 
Statutes—Section 3186 


(Continued from page 197) 

this latter view base their ruling upon the theory 
that a court of equity is not required to do a useless 
and vain act and that when the government’s interest 
has no value a sale would be but a useless and vain 
act.** This is another matter which could very easily 
be and should be clarified by Congress. 

Prior to 1931 the United States could not be made 
a defendant in a mortgage foreclosure suit and the 
tax lien remained to cloud the title of the property. 
In 1931, however, by Act of Congress, the United 
States consented to be named a party in any suit for 
the foreclosure of a mortgage or other lien upon real 
estate, for the purpose of securing an adjudication 
touching any mortgage or other lien the United States 
may have or claim on the premises involved.*® This 
statute did not repeal Revised Statutes, Section 
3207, so there are now two methods of removing 
the lien by court action. This new method has cer- 
tain distinct advantages such as the determination of 
the rights of all lien holders including the United 
States by the foreclosure suit; which suit may be 
brought in the state court subject, of course, to re- 
moval by the United States to the Federal court. 
One disadvantage of this method of removing the 
lien is that the United States has one year within 
which to redeem. No right of redemption is retained 
in Revised Statutes, Section 3207. In most cases 
it will probably be more convenient to join the 
United States as a defendant in the mortgage fore- 
closure action. 

As has been pointed out herein the law in regard 
to the Federal tax lien is still uncertain in several 

*® Oden v. U. S., 33 F. (2d) 553, (W. D. La. 1929); 
Life Ins. Co. v.°U. S., 47 F. (2d) 942 (N. D. Tex. 1931); 
of Texas v. U. S., 3 F. Supp. 683 (S. D. Tex. 1933). In Trust Co. of 
Texas v. U. S. it is stated that the lien of the U. S. is extinguished by 
a sale of the property involved by a trustee under power of sale of a 
prior trust deed. 


% Minnesota Mut. Life Ins. Co. v. 
1931) 


Minnesota Mut. 


U. S., 47 F. (2d) 942 (N. D. Tex. 


46 Stat. at L. 1528 and 46 Stat. at L. 1529. 
%G. C. M. 9453, X-1 Cum. Bull. 526. 


Trust Co. 


9% 28 U. S. C. § 901 to 906, Act of March 4, 1931 c. 515, $1 to 5. 
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important respects. These uncertainties not only in- 
terfere with business transactions but also handicap 
the Government in the collection of taxes through 
the enforcement of the lien. Since the entire matter 
is statutory these uncertainties could very easily be 
removed by. Congress and it would seem that for the 
good of all concerned the law should be clarified by 
Congress rather than by the more cumbersome 
method of court decisions. 


Recent Tax Publications 


The Five-Year Trend in Tax Delinquency, 1930-34, in 
Cities of Over 50,000 Population, a Dun & Bradstreet Mu- 
nicipal Service Report prepared by Frederick L. Bird, 
director of municipal research. 24-page mimeographed 
booklet. 


The problem of tax delinquency is a serious one in 
these depression days, and information which sheds light 
on means of solution should be universally welcomed. In 
appraisal of a municipality’s financial status, well-advised 
investors in municipal securities regard the delinquency 
trend in general property taxes as a barometer similar in 
significance to car loadings, building permits, electrical 
output, bank debits, etc., for the general economic situation. 


In this fourth enna study of tax delinquency trends 
in representative cities, the Bradstreet report provides in- 
teresting analyses of comprehensive data assembled on the 
subject, covering 191 cities for the years 1930-1934 inclusive. 


The discussion which precedes the three major tables 
includes the following major topics: The Delinquency 
Trend Through 1934, Increasing Delinquency Through 
1933, Reversal of Trend in 1934, Variations in Tax Delin- 
quency, Influences in 1934 Improvement, Cities With Out- 
standing Records, Noteworthy Gains in 1934 Back Tax 
Collection Record. 


The author of the report concludes from the five-year 
record of tax delinquency that the disparity in tax collec- 
tion results from city to city is altogether too great and 
too erratic to be explained entirely by variations in local 
resources and tax paying ability. First, an important share 
of the responsibility is assigned to antiquated, unbusiness- 
like tax collection and administration. 


The second major cause of the critical tax delinquency 
situation is declared to be the present system of local taxa- 
tion itself, concerning which the report, in part, says; 

“The leniency exercised toward tax delinquents in many cities has 
been to some degrte a recognition of the inequity of the system, but 
at the same time it has placed a premium on tax dodging and a double 
burden on those who have had to pay the difference. Certainly the 
existing major dependence of municipalities upon a tax which, on the 
average, has proven to be nearly one-fourth uncollectible for the last 
three years makes neither for financial stability nor sound local govern- 
ment. The present movement for arbitrary tax limitation will only 
render the situation more precarious, and opportunities for alternative 
locally collected revenues are exceedingly limited; but a constructive 
solution through state and Federal aid and state ‘and Federal sharing 
of centrally collected revenues from a well coordinated and equitable 
national tax system seems both essential and practicable.” 


The last half of the report consists of the three major 
tables. Table I shows the five-year trend in tax delinquency, 
1930-34, in 191 cities of over 50,000 population. For the 
same cities Table II presents figures on collection of delin- 
quent taxes in terms of percentages of levies uncollected 
at the end of the fiscal years 1931-34. Table III shows the 
ratio of accumulated delinquency to levy of the most recent 
year for 153 cities. 


Chapters in Public Finance (1934), by Paul Studenski, As- 
sociate Professor of Economics, New York University. Pub- 
lished i Farrar & Rinehart, Inc. New York. Pp. 179. 
Price $1.00 

This gubitbcetion is a reprint of Chapters XX XII-XXXV 
from Volume II of Economic Principles and Problems (Re- 
vised Edition) by Walter Spahr and Others, covering four 
general subjects which are now of vital interest to the 
public, namely: The Nature and Mechanism of the Public 
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You can save money in Minimizing your taxes 
and your clients’ taxes by using 


FEDERAL TAX PROCEDURE AND 
APPEALS 


By JAMES CONLON 


of the District of Columbia Bar and of the Bar of the Supreme 
Court of the United States; including a Treatise on the 
Statutes, ~ Rulings of Internal Revenue Officials, the De- 
cisions of the Courts, and the United States Board of Tax: 
Appeals with Rules of Practice, Procedure, Evidence, and 
Forms; also Chapter on Minimizing Taxes and Tax Avoid- 
ance. 


What others say of it: 
James B. Archer, formerly President of the D. C. Bar 
Association and formerly Special Assistant to the U. Ss. 
Attorney General: “It is a masterful work on Income, 
Estate and Excise Tax Law and Procedure by a practitioner 
of many years experience.” 

Frank J. Ehrhardt, formerly Special Assistant to the 
Atturney General: “Your work is the greatest in the Tax 
Field. It saves time of the busy Tax Counsel in the prepa- 
ration of a Brief, or an Argument, or an Opinion on any 
question pertaining to Income, Estate, Gift, or Excise Taxes. 
z is 4 Money-saver to the Taxpayer and a Time-saver to 

‘ounsel.” 


Charles F. Sanford, Attorney: “It is an outstanding ex- 
position of Income, Estate, Gift and Excise Tax Law and 
Procedure. As a compendium for professional use, and as a 
readable document for the layman, it will adorn any library.” 


In one Volume of 656 pages, bound in Fabrikoid, price 
$10.00. Order your copy now from 


JAMES CONLON, 
600 F Street, N. W., Washington, D. C. 
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Economy, Public Expenditures, Public Credit, and Public 
Revenues. It is designed primarily to be a school textbook, 
but it serves equally as well, and that is excellently, as a 
source of sound and practical information for the average 
citizen, who is likely to obtain badly warped ideas on public 
finance from his favorite newspaper. 

As a sample of the method of development of the various 
general topics, a section on the increase in public expendi- 
tures points out that of all the phases of public expendi- 
tures, their continuous increase has, whether rightly or 
wrongly, attracted much attention, and increases in public 
expenditures have led to increased taxation, and this, in 
turn, to complaints from taxpayers. However, says the 
author, the increase in per capita expenditures does not 
necessarily mean correspondingly increased burdens on the 
taxpayers because (1) some of the increases in expenditures 
are only seeming, and not real, as is subsequently explained 
in detail, (2) public expenditures confer benefits as well as 
impose burdens, and benefits may be greater than costs, 
and (3) the increase in the wealth and income of the 
people, which takes place contemporaneously, offsets in 
part, and sometimes completely, the increase in public ex- 
penditures. Nor, it is maintained, does increase in public 
expenditures prove that there is a tendency toward social- 
ism, because the increase in public activity has been accom- 
panied by the expansion of private enterprise. 

Of outstanding interest and instructive value in this 
chapter are the expositions under the headings: Public 
Expenditures in Relation to Wealth and Income, “Public 
Ownership Here and Abroad,” and Economic Effects of 
Public Expenditures. The latter discussion separately 
treats effects of public expenditures on production, on ex- 
change, on distribution, on consumption, and on savings. 

The popular tests applicable to public expenditures— 
economy, efficiency, and honesty—are pronounced in- 
adequate. The guiding principle of public expenditures 
in the author’s opinion should be the promotion of maxi- 
mum social advantage, and as a means of determining 
maximum social advantage in public expenditures seven- 
teen canons are presented as a guide, ten of which relate 
to public policy and seven to administration. 

No less interesting are the chapters on Public Revenue 
and Public Credit. Some of the exposition while elemental 
is given new interest by applying once known but perhaps 
now forgotten principles to the difficult situation of the 
present day. The financial policies of the New Deal are 
surveyed and interpreted in the several chapters of the 
book. 

Each chapter has a list of suggested readings that pro- 
vide a valuable guide to anyone interested in authoritative 
information on public finance. 


Inheritance Taxes, by Glen R. Treanor and Roy G. Bla- 
key. Publication No. 47 of Minnesota League of Munici- 
palities, 15 University Library, Minneapolis, Minn. Pp. 48. 
Price 50 cents. 

The quantity of trenchant inheritance and estate tax in- 
formation is surprisingly greater than the size of the study 
indicates. A foreword by Professor Blakey states that an 
attempt has been made to assist those interested in inherit- 
ance tax problems by presenting briefly: (1) death tax 
laws, practices and results in Minnesota and other states, 
(2) the most important principle and problems involved 
in such taxation, and (3) results that might be expected 
from such changes in rates, exemptions, and administra- 
tive practices. 

To make the treatment of the latter as concrete and 
estimates of results as accurate as possible, a detailed anal- 
ysis is presented of 2,243 Minnesota estates and of death 
taxes paid thereon in 1931, 1932 and 1933. The aim, it is 
stated, being to inform by presenting the effects of differ- 
ent illustrative changes and by pointing out possible im- 
provements, rather than to urge any specific schedule of 
rates and exemptions. 

Beginning with a chapter on the development of death 
taxes, both Federal and state, a thorough exposition of 
various phases of the subject is made. Some idea of the 
scope of the study is indicated by the following chapter 
topics: Development of Death Taxes; Justification for 
Death Taxes; Objections, Problems, Incidence and Eco- 
nomic Effects; Comparison of Death Tax Burdens, Com- 
parison of Inheritance and Estate Taxes, Reciprocity and 
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Recent Court Decisions; Analysis of Minnesota Estates 
and Death Taxes Thereon; and Administration of Death 
Taxes. 

Supplementing the discussion are three charts—Delin- 
quent Taxes in Minnesota, 1934; Minnesota General Prop- 
erty Tax and Total Tax Levies; Other State Tax Levies 
—and more than twenty tables, some of the captions of 
which are: Rates and Exemptions of the Minnesota Tax, 
Effective Rates of Federal Estate Taxes, Federal and State 
Death Taxes Combined and the British Estate Tax, Total 
Taxes by States on Certain Estates, Relation between 
Death Taxes and Total Taxes, Comparison of Taxes— 
United States and United Kingdom, State Inheritance and 
Estate Tax Collections, 1924-1934, Minnesota State and 
Local Tax Levies, State Inheritance and Estate Tax Col- 
lections Compared with Total State and Local Taxes, Pres- 
ent Status of State Death Taxes—Rates and Exemptions. 

The primary purpose of the study was to investigate the 
revenue possibilities of Minnesota inheritance taxes, and 
also to ascertain methods of improving the administration 
of these taxes and how they may be made more equitable, 
The recommendations resulting from the study are pre- 
sented in the concluding chapter. 

Tax students and others will find the bibliography of 
value as a guide for supplemental information on inherit- 
ance and estate taxes. 


Sales Taxes, by Carl L. Nelson, Gladys C. Blakey, and 
Roy G. Blakey. Publication 48 of The League of Minne- 
sota Municipalities, 16 University Library, Minneapolis, 
Minn. Pp. 88. Price $1.00. 


Those interested in a scholarly consideration of the fiscal 
merit, incidence, economic effects, and administrative re- 
sults through 1934 of general sales taxes, and selective 
sales taxes will find this study to be a mine of information 
on the subject. 


An exceptionally rational evaluation is made of the place 
of sales taxes in a system of taxation. It is pointed out 
that the substitution of a sales tax for all property taxes or 
even for a major part of such taxes, is a very different 
matter from that of using it as a minor or supplementary 
tax. “If equity is no consideration, sales taxes may be 
used to raise substantial revenue quickly, and, frequently, 
without great political opposition.” 

The study is divided into three parts. Following the intro- 
duction, the first part is devoted to the general sales taxes, 
the second part to special or selective sales taxes and the 
third part to economic and social effects of sales taxes. 

The headings under Part I, General Sales Taxes are: 
Historical Sketch, Analysis of Present State Sales Tax 
Laws, Administrative Problems of Sales Taxes, Yields and 
Estimates of Yields. 

The various phases of Part II, Special of Selective Sales 
Taxes, are indicated by the division titles: Chain Store 
Taxes, Gasoline Taxes, Liquor Taxes, Soft Drink Taxes, 
Amusement Taxes, Other Selective Taxes (on documents, 
candy, cosmetics, public utilities [gross receipts, electrical 
energy, gas, telephone charges]). 


Besides maps and charts, 46 tables of statistical data 
provide the basis for the analytical discussions. 

Along with other interesting material, the appendix con- 
tains a chart of state retail sales tax laws as of January 
1, 1935 and another chart of state general sales tax laws 
other than retail as of the same date. 


Building and Loan Annals of 1934. [Edited by Norton 
Bodfish, and published by the United States Building and 
Loan League, 104 So. Michigan Ave., Chicago. Pp. XII, 
926. Price, $5. 

For those who are tax-minded, two chapters of this 
manual are of special interest in disclosing the views and 
activities of the United States Building & Loan League 
with respect to Federal, state and local taxation. 

In the “Attorneys’ Division” is a chapter by C. Clinton 
James of Washington, D. C., entitled “Legal Problems 
Involved in Federal Taxation,” which is an exposition of 
the attempts of the Federal Government to tax building 
and loan associations and of court decisions, in interpreta- 
tion of laws imposing such taxes, 
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A report of the results of the activities of the ‘“Commit- 
tee on Home Taxation” is a feature of Section I of the 
second main division of the book. In addition to collection 
of factual matter contained in its report, the committee 
reports that it gave assistance to various legislative move- 
ments to lighten the real property tax burden, which has 
resulted in enactment of laws in a number of states of the 
type favored. Among the addenda to the report are sum- 
maries of tax moritorium laws enacted in twenty-four 
states, e. g-: Alabama, Arizona, Arkansas, California, Flor- 
ida, Indiana, Iowa, Kansas, Michigan, Minnesota, Missis- 
sippi, Montana, Nebraska, Nevada, New York, Ohio, 
Oklahoma, Oregon, South Carolina, South Dakota, Ten- 
nessee, Virginia, Wisconsin, Wyoming. Credit is given to 
Commerce Clearing House, Inc. for assistance in this 
compilation. 

As above indicated, taxation as it affects building and 
loan associations is but an incidental feature of the book. 
Building and Loan Annals of 1934 is a veritable encyclopedia 
of home financing practices and developments during 1934, 
showing what the associations have done with such new ideas 
as the direct reduction mortgage, revised accounting systems, 
their mammoth project of national cooperative advertising, 
etc., and reporting the facts and significance of numerous 
developments during 1934 in the home mortgage field, 
such as expansion of the Federal Home Loan Banks, 
beginnings of Federal savings and loan associations, amend- 
ments to the Home Owners’ Loan Corporation, swinging 
into action of mutual mortgage insurance, insured moderni- 
zation loans, share insurance for thrift and home financing 
institutions, and the Society of Residential Appraisers. 

Contributors include Henry B. Steagall, Chairman of 
the House Banking and Currency Committee; Roger W. 
Babson, economist; Deputy Housing Administrators Albert 
L. Deane and J. Howard Ardrey; Senator John H. Over- 
ton of Louisiana; Former Congressman Robert Luce of 
Massachusetts; John H. Fahey, Chairman of the Federal 
Home Loan Bank Board, Fred W. Catlett, board member, 
and Philip Lieber, immediate past president of the United 
States Building and Loan League; and some 25 other 
leaders in the savings, building and loan business. 

A considerable portion of the Annals is statistical. The 
state-by-state summaries of building and loan assets, mem- 
bers, number of associations, the amount of mortgage loans 
held and amount made in 1933, and the safety statistics 
are in tabular form. The principal asset and liability items 
from their consolidated balance sheets are also tabulated. 
These summaries have been prepared by H. F. Cellarius. 
For years they have been the basis of the report on build- 
ing and loan associations included in the Annual Report of 
the Comptroller of the Currency. , 

A directory of 4,000 building and loan associations, giving 
their addresses, principal officers, total assets, number of 
borrowing and investing members, is the final section of 
the book. The listing, by states and cities, forms a ready 
reference list. A new feature is the listing of the 12 Fed- 


eral Home Loan Banks with their directorates as well as 
officers, 


Real Estate Taxation of the Future, by Professor Paul 
Haensel of Northwestern University. A pamphlet print of 
an address, issued by the Los Angeles Bureau of Municipal 
Research. ; 

Professor Haensel stresses the idea that for tax assess- 
ment purposes “fair cash value” of real estate should be 
limited to the present worth of the property detached from 
potential or speculative value. Practically, “fair cash value” 
would, accordingly, in the case of any given piece of prop- 
erty, be its capitalized normal income. 

A modern theory of public finance is that taxation should 
be based only on some source consisting of ready cash 
because every form of taxation means some kind of “money 
transfusion.” It is in accord with this theory that it is 
considered unfair to include in “fair cash value” of property 
for taxation purposes elements of merely potential or 
speculative value. In an annual tax which must be paid 
in cash, it is argued that taxing future prospects means 
compound charging on the future year after year. 
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Law and Court Decisions— 


Plus— 


A great number of questions arising in 
inheritance, estate, and gift tax problems 
never receive judicial construction in re- 
ported decisions. Because of this— 


The CCH INHERITANCE, ESTATE 
AND GIFT TAX SERVICE is indispensable 
to anyone interested in estate administration 
or distribution. Supplying all pertinent leg- 
islation and court decisions in advance of 
other reporting mediums, it includes also in 
its comprehensive treatment all attorney- 
general opinions, departmental rulings, forms, 
etc., pertinent to the taxation of transfers. 
The bulk of this material is not available any- 
where else in print. 


To insure the efficient planning and admin- 
istration of your client’s estate, use the 





Inheritance, Estate and 


Gift Tax Service 


Subscriptions placed now will be dated 
from September 1, 1935. Service until that 
date will be free. 


Complimentary copies of Winslow’s Min- 
imizing Death Taxes will be supplied for a 
time to all new subscribers. 





Commerce Clearing House, Inc. 
205 West Monroe Street, Chicago. 


Without obligating myself, I wish to see your 
INHERITANCE, ESTATE AND GIFT TAX 
SERVICE demonstrated. 


Name 


Attention 


Address 


City and State . 
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Racing.—H. B. No. 510 legalizes, taxes | 


and regulates racing and creates a racing 
commission. Killed in Hotse. 

Sales Tax.—Senate action on the night 
of February 21, 1935, to attempt to amend 


S. B. No. 1 (relating to the payment of | 
i | gust 15, 1935. Approved March 15, 1935. 
| Slot Machines.—S. B. No. 147 licenses 


teacher’s salaries) to insert a three mills 
sales tax, was defeated. 


SOUTH DAKOTA 


Adjournment.—The Legislature of South | 


Dakota adjourned sine die March 8, 1935. 
The most important laws approved by the 
Governor are noted below. Additional 


laws approved will be noted in the May | 


issue of THE TAX MAGAZINE. 
Alcoholic Beverages.—%S. B. No. 168 
regulates and controls the manufacture 


and sale of intoxicating liquor. Approved 
March 14, 1935. 


Chain Store Tax.—yS. B. No. 154 pro- 
vides for a chain store tax. The license 
fees range from $1 for one store to $10 for 
each store in excess of ten stores. 


at retail ranging from % of 1% on the 
first $50,000 to 34 of 1% upon gross sales 
in excess of $1,000,000. The rate on gross 
sales at wholesale is % of 1%. Approved 
March 16, 1935. 


Cream.— 5S. B. No. 17 regulates the buy- 
ing and grading of cream and the licensing 
of buyers. Approved March 16, 1935. 


Fur Buyers.—%S. B. No. 50 imposes a 
$10 license fee on fur buyers. Approved 
February 27, 1935. 

Gasoline Tax.—*S. B. No. 86 exempts 
from gasoline tax, gasoline used in motor 
buses operating exclusively under a fran- 
chise within city limits. Approved March 
8, 1935. 

*H. B. No. 90 prohibits the assignment 
of motor fuel tax refund claims. 
March 5, 1935. 


Grain.—S. B. No. 2 defines the method 
of taxation of grain received in or handled 
by elevators and warehouses. Approved 
March 8, 1935. 


Income Tax.— 5S. B. No. 36 provides for | 


a net income tax on corporations and per- 
sons from 1% to 8%. Approved March 15, 
1935. 


Motor Vehicle Registration.—S. B. No. 
153 classifies motor carriers and charges 


fees from $40 to $250. Approved March 14, | 


1935. 
%* H. B. No. 133 exempts from the motor 


carrier class passenger cars owned by cor- | 
porations used for pleasure oniy. Approved | 


March 14, 1935. 


Ore Tax.—H. B. No. 4 imposes a 4% 


tax on value of gold, silver, zinc, tin, mined. 
Approved March 2, 1935. 


Peddlers—*S. B. No. 93 gives the At- 


torney General authority to license ped- | 


dlers; fees from $20 to $100. Approved | provides that lessees, etc., of lands who | 


| pay taxes shall have a lien on the land. | 
Property Taxes—Moneys and Credits.— | 


March 15, 1935. 


*S. B. No. 162 relates to the assessment 
and taxation of moneys and credits. Ap- 
proved March 14, 1935. 

Property Taxes — Personal Property. — 
*S. B. No. 161 relates to the listing of 
personal property for taxation. Approved 


March 16, 1935. 


| by utilities. 


Pending State Tax Legislation 


(Continued from page 231) 


Sales Tax.—¥xS. B. No. 36 imposes a 2% 
retail sales tax on the sale of tangible per- 
sonal property and includes a tax on com- 
munication services and services furnished 
The tax goes into operation 
July 1, 1935 and first reports are due Au- 


| slot machines at rates varying from $5 to 


| $75. Approved March 16, 1935. 
Tourist Camps.—%H. B. No. 10 regu- | 





In | 
addition a tax is imposed upon gross sales | 


Approved | 





lates tourist camps and provides for a 
| license fee. Approved February 27, 1935. 


TENNESSEE 


Alcoholic Beverages—H. B. No. 490 


| regulates and taxes the manufacture, trans- 


| Portation, sale, etc., of alcoholic beverages 
| Charitable Institutions—S. B. No. 4 


|amends Sec. 1085, Code 1932, so as to pro- 
| vide a more just and equitable exemption 
| from 
| charitable, scientific, or educational insti- 
tutions. Approved February 21, 1935. 


| 387, same as H. B. No. 522, regulates and 
|licenses fire insurance adjusters. 


Gasoline Tax.—H. J. R. No. 14 relates 
to a federal gasoline tax. 
| February 21, 1935. 


Hide Merchants.—H. B. No. 496 exempts 
hide merchants from license fees when such 
business is less than 50% of gross turnover. 

Insurance Agents.—S. B. No. 386, same 
as H. B. No. 525 and S. B. No. 389, im- 
poses a license fee upon agents of life, 
health and accident insurance companies. 

Insurance Brokers.—S. B. No. 390, same 
as H. B. No. 526, regulates and licenses 
insurance brokers. 


Insurance Companies.—S. B. No. 388 
sets up requirements for domestic insur- 
ance companies before doing business 
within the State. 

Motor Vehicle Registration. —S. B. No. 
| 375, same as H. B. No. 558, provides for 
and requires registration of motor vehicles. 
| Approved February 20, 1935. 

Oleomargarine.—H. B. No. 538 repeals 
the Act regulating and taxing the manu- 
| facture, storage and sale of oleomargarine. 

Property Taxes.—S. J. R. No. 20 allows 
County Trustees to receive 1934 taxes with- 
out interest until July 1. Passed Senate. 


Property Taxes—Delinquents.—H. B. 
| No. 500 provides for delinquent tax relief 
| for the years 1926-1935. 


H. B. No. 547 amends Sec. 1547 of the 
| 1932 Code relating to delinquent taxes. 

*H. B. No. 461, same as S. B. No. 33, 
| extends the time for payment of 1934 and 
| 1935 taxes to June 1 of the following years 
without payment but with interest from 
March Ist. Approved February 21, 1935. 


Property Taxes—Liens.—S. B. No. 376 





S. B. No. 418, same as H. B. No. 625, 
|creates a lien on all real estate assessed 
for taxation by cities. 

| Property Taxes—Municipalities—H. B. 
| No. 625 secures payment of municipal taxes 
by creating a lien upon real estate. 


Sales Tax.—S. B. No. 155 and H. B. 
No. 242 impose a 3% tax on gross retail 
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sales and %4 of 1% on sales at wholesale: 
include electricity, transportation and com.) 
munications. Indefinitely postponed, Feb. 
ruary 20, 1935. 

S. B. No. 407, same as H. B. No. 384 
provides for a sales tax of 3%. 


Tobacco.—_S. B. No. 406 amends the 
tobacco tax statutes so as to place a tax 


of 5% on the retail price of snuff, tobacco! 7 


cigars and 10% on cigarettes. 


TEXAS 





taxation of property of religious, | 


Fire Insurance Adjusters——S. B. No. | 


Approved | 


Advertising—H. B. No. 624 regulate: 
|and licenses the business of outdoor ad. 
vertising. | 

Amusements Tax.—H. B. No. 565 impose; 
a 10% tax on the gross receipts from salé 


of amusement. 


and H. B. No. 477 amend Art. 7089 R. C. S. 


natural persons and corporations. 


the gasoline tax law. 


excise tax of 5¢ on each gallon of moto! 
fuel or fractional part thereof. 


631 relate to revenue-producing 
takings by cities and towns. 


amends Art. 7070, relative to 14%4% gross 
receipts tax on telephones. 

H. B. No. 665 amends Art. 7061, provid: 
ing a Y%% gross receipts tax on collecting} 
and credit reporting agencies. 


Horse Racing.—H. B. No. 583 provides 
for licensing horse racing establishments, 
and levies a tax on horse race tracks. 

H. B. No. 625 levies a 10% admissions 
tax on racing meets. 


Inheritance Tax.—H. B. No. 518 amend: 
Arts. 7118, 7120, and 7121 providing for a: 
increase in the inheritance taxes. 

H. B. No. 678 amends Art. 7118, relatin; 
to a graduated inheritance tax. 

H. B. No. 681 amends Art. 7258, relat 
ing to inheritance and succession taxes 


federal taxes affecting the title of land ir 
Texas. 

H. B. No. 682 amends Art. 7118, relat: 
ing to the appraisement of estates for in 
heritance taxes. 


Injunctions.—H. B. No. 613 amends Art 








to prevent, prohibit, or restrain the viola: 
tion of any revenue law. 


transportation agent of motor vehicles. 
motor vehicles without licenses. 


|collected as re-registration fees for cer 
tain motor vehicles. 


mobile license plates mav be used whet 
purchased. Approved February 18, 1935. 





of tickets and/or gate receipts of all places 7 


Franchise (Income) Tax.—S. B. No. 276— 


| relating to corporate franchise tax reports | 
H. B. No. 703 levies an income tax on 


Gasoline Tax.—S. B. No. 378 sinenateil 


H. B. No. 483 imposes an occupation of} 


| General—S. B. No. 347 and H. B. No? 


under} } 


Gross Receipts Tax—H. B. No. 66 






and receipts for estate taxes and othe}) 


4669, providing for issuance of injunction §@ . 
Bin 
i SO 
Motor Vehicles—S. B. No. 265 pref 
scribes procedure for obtaining license for 


S. B. No. 279 relates to operating of 


S. B. No. 336 provides amount to bf 
%*H. B. No. 515 provides that autcfl 


H. B. No. 691 regulates auto caravany 
on highways, and provides for permits tf 
be secured from the railroad commissiong 
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H. B. No. 695 prohibits the transportation 


Wt property by motor bus companies under 
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Natural Gas.—H. B. No. 592 amends Art. 
045b R. C. S., levying an occupation tax 
n natural gas at 2% of market value on 
‘rst 250 million cubic feet up to 6% on 
D000 million cubic feet per quarter. 

"H. B. No. 598 amends Sec. 3 of Chap. 73, 
2d Legislature, levying a tax on natural 


to specific per volume tax of 1¢ per 1,000 


Occupation Tax.—S. B. No. 323 relates 
to occupation tax on dealers in second- 
and oil equipment. 

H. B. No. 659 amends Art. 7073 relative 
to payment of occupational tax for frac- 


H. B. No. 661 amends Art. 7059, rela- 
ive toa 234% occupation tax on telephone 


H. B. No. 671 provides an annual oc- 
upation tax on coin operated machines. 


Oil and Gas.—H. B. No. 663 relates to 
tax liens securing ad valorem taxes on oil, 
gas, or other minerals in place. 


Oil Tax.—H. B. No. 466 provides a 6¢ 
barrel tax on oil, provides exceptions, and 
requires reports. 

Property Taxes.—S. J. R. No. 22 amits 
property tax to 1% of the assessed value. 

S. B. No. 264 provides for transfer of 
tax liens to lien-holders on payment of 
taxes. 

S. B. No. 280 authorizes the assessor 


PENDING STATE TAX LEGISLATION 


UTAH 


Adjournment.—The Legislature adjourned 
on March 18, 1935. New laws not listed 
below and not previously reported will 
appear in the May issue of THE Tax 
MAGAZINE. 


Aircraft—S. B. No. 65 fixes the situs 
of assessment of aircraft and motor ve- 
‘hicles. Passed House. 


H. B. No. 198 exempts retail sales of 
wines, liquor and beer from the sales tax. 


Business Taxes.—S. B. No. 110 abolishes 
licenses for assistant pharmacists. Passed 
Senate. 

*S. B. No. 111 requires licenses from 
engineers and surveyors. Approved March 
22, 1935. 

S. B. No. 210 provides for the licensing 
of real estate brokers by securities com- 
mission. Passed Senate. 

*H. B. No. 12 provides that payment of 
one business tax in any city shall authorize 
doing business in all cities. Approved 
March 26, 1935. 

H. B. No. 23 requires a license for the 
issuance of trading stamps. Vetoed. 


Franchise (Income) Tax.— 5S. B. No. 1 
increases the corporation franchise tax 
from 3% to 4% and abolishes the prop- 
erty offset. Amended to allow 20% prop- 
erty offset. Approved March 23, 1935. 

S. B. No. 2 increases the income tax to 
a maximum of 6% over $5,000. With- 





and collector of taxes or sheriff, etc., to 
administer all oaths necessary for their 
offices. 

S. B. No. 288 corrects inequalities in the 
assessment of property of railroads. 

S. B. No. 357 validates all ad valorem 
tax levies in cities of not less than 1,100 
nor more than 1,250 population. 

S. B. No. 364 and H. B. No. 464 provide 
qualifications for exempting institutions for 
the infirm from state taxes. 


H. J. R. No. 37 provides for an exemp- 
tion of $3,000 of the assessed taxable value 
of all homesteads from taxation of any 


nature whatsoever. 


H. J. R. 41 provides that taxation of real 


property shall be equal and uniform. 


H. B. No. 486 relates to an ad valorem 
and railroad rolling stock tax, and pro- 
vides for the construction of a hydro- 
Selectric plant. 

H. B. No. 566 validates all ad valorem 
tax levies which are unenforceable because 


of failure to make such levies by ordinance 


_ H. B. No. 603 amends Art. 7328, provid- 
ing for the purchase by the state of land 
§sold for the payment of taxes. 


H. B. No. 662 amends Art. 7172, relative 


to tax liens on lands. 


_H. B. No. 663 relates to tax liens secur- 
ing ad valorem taxes on oil, gas, or other 


minerals in place. 


_ H. B. No. 664 amends Art. 7269, provid 
ing that in bankruptcy receiverships al 


corporations, having | 
powers, the power to collect delinquen 


taxes together with all liens, rights and 


remedies thereon. 


taxes shall be a first lien on all property. 


H. B. No. 666 gives school districts and 
levying 


drawn. 

*S. B. No. 58 provides for jeopardy as- 
sessments where company is considered 
bad risk. Approved March 2, 1935. 

*S. B. No. 88 provides for an increase of 
individual income tax rates; reduces per- 
sonal exemptions and exemptions for de- 
pendents. Approved March 23, 1935. 

S. J. R. No. 13 allows the passage of leg- 
islation so that corporation franchises may 
be extended beyond the 50-year limit. Passed 
Senate. 


rates 21%4% on the first $1,000 and 6% on 
$5,000 and over. 


fumigants. 


for licensing games of skill. 


H. B. No. 202 increases the income tax 


Fumigants.—H. B. No. 239 requires a li- 
cense for the use of hydrocyanic or cyanide 


Games of Skill—S. B. No. 133 provides 
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S. B. No. 86 allots a 10% tax of insur- 
ance premiums to firemen’s fund. Passed 
Senate. 

%*%H. B. No. 62 increases the premium 
tax on insurance from 14% to 3%. Ap- 
proved March 25, 1935. 

Mines.—S. B. No. 66 relates to depletion 
assessments of mines. Passed Senate. 

S. B. No. 171 provides for the tax com- 
mission to set up a board of examiners 
for the valuation of mines. Passed Senate. 


Alcoholic Beverages.—%xH. B. No. 41, : ae 
provides for state liquor control. Approved * Motor Carriers.—H. B. No. 77 releases 
March 25, 1935. purchase of special plates. Approved 


March 23, 1935. 


_Motor Vehicles.—S. B. No. 65 fixes the 
situs assessment of motor vehicles and air- 
craft. Passed both houses. 
*S. oe No. = increases the fee for 
motor driver’s license to $1. Approved 
March 23, 1935. ’ - 

S. B. No. 174 provides for the control 
of motor caravans, charging $15 for a per- 
mit and $10 for each additional car. Passed 
Senate. 

H. B. No. 174 provides for proof of 
financial responsibility by owners and op- 
erators of motor vehicles. Passed House. 


Oleomargarine.—S. B. No. 57 reduces the 
fee for oleomargarine licenses to $2 an- 
nually. Passed Senate. 

S. B. No. 134 provides for the exclusion 
of livestock fats from the oleomargarine 
tax. Passed Senate. 

H. B. No. 123 amended in House by re- 
ducing the license fee from $5 to $2 and 
reducing the tax from 10¢ to 7¢, from 15¢ 
to 10¢ and from 17¢ to 15¢. 


Property Taxes.—%xS. B. No. 72 reduces 
5% to 3%. Approved March 26, 1935; ef- 
fective Jan. 1, 1936. 

; B. No. 93 allows county commis- 
sioners to abate delinquent taxes up to 
$500. Approved March 26, 1935. 

S. B. No. 220 amends Sec. 80-9-5, re- 
vised statutes of Utah, 1933, as amended by 
Chap. 60, Laws of Utah, 1933, relating to 
maximum tax levies in counties. Passed 
Senate. 

*S. B. No. 229 extends delinquent tax 
sales date from 1927 to 1930 inclusive to 
January 1, 1936. Approved March 25, 1935. 

. J. R. No. 2 amends Article 13, Sec. 
2 of the Constitution relating to taxation 
of tangible property,. ascertainment of 
value, exemptions and the annual tax for 
the state. Passed Senate and House. 

*H. B. No. 11 relates to the annual 


tax levies in cities. Approved March 26, 
1935. 


~. 





tanks of over 20 gallons. Passed Senate 


cubic feet-on natural and artificial gas 
Passed House. 


fuel; tax to be paid in advance. 
Senate. 


gasoline manufactured from Utah 
shales. Approved March 26, 1935. 


Gross Receipts Tax.—H. B. No. 
establishes a tax of 1% on the gross re 
ceipts of business. Passed House. 


Inheritance Tax.—S. B. No. 127 in 


coa 


l 


t 





exemptions. Approved March 23, 1935. 





Gas Tax.—S. B. No. 126 requires pay- 
ment of tax on all gas entering state in 


H. B. No. 16 puts a tax of 4¢ per 1,000 


Gasoline Tax.—S. B. No. 152 exempts the 
bond requirement for shipments of motor 
Passed 


*H. B. No. 153 exepts from tax the 
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creases the inheritance tax and lowers the 


H. B. No. 159 exempts homes and farms 
from taxation up to the value of $250, and 
personal property up to $100. Passed 
House. 

H. B. No. 189 eliminates the advertising 
of delinquent taxes in newspapers. Passed 
House. 

Public Record.—H. B. No. 172 provides 
for a public record of individual income 
and corporate franchise tax returns. Passed 
House. 


Public Utilities—S. B. No. 125 makes 
the book value of utilities the basis for 
taxation. Approved March 26, 1935. 

H. B. No. 241 limits tax exemption on 
electric power for irrigation. 


Revenue and Government.—H. B. No. 231 
provides revenue for the support of the 
state, and for high school purposes for the 
fiscal years 1935 and 1936. 
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Economy, Public Expenditures, Public Credit, and Public 
Revenues. It is designed primarily to be a school textbook, 
but it serves equally as well, and that is excellently, as a 
source of sound and pragtical information for the average 
citizen, who is likely to obtain badly warped ideas on public 
finance from his favorite newspaper. 

As a sample of the method of development of the various 
general topics, a section on the increase in public expendi- 
tures points out that of all the phases of public expendi- 
tures, their continuous increase has, whether rightly or 
wrongly, attracted much attention, and increases in public 
expenditures have led to increased taxation, and this, in 
turn, to complaints from taxpayers. However, says the 
author, the increase in per capita expenditures does not 
necessarily mean correspondingly increased burdens on the 
taxpayers because (1) some of the increases in expenditures 
are only seeming, and not real, as is subsequently explained 
in detail, (2) public expenditures confer benefits as well as 
impose burdens, and benefits may be greater than costs, 
and (3) the increase in the wealth and income of the 
people, which takes place contemporaneously, offsets in 
part, and sometimes completely, the increase in public ex- 
penditures. Nor, it is maintained, does increase in public 
expenditures prove that there is a tendency toward social- 
ism, because the increase in public activity has been accom- 
panied by the expansion of private enterprise. 

Of outstanding interest and instructive value in this 
chapter are the expositions under the headings: Public 
Expenditures in Relation to Wealth and Income, ‘Public 
Ownership Here and Abroad,” and Economic Effects of 
Public Expenditures. The latter discussion separately 
treats effects of public expenditures on production, on ex- 
change, on distribution, on consumption, and on savings. 

The popular tests applicable to public expenditures— 
economy, efficiency, and honesty—are pronounced in- 
adequate. The guiding principle of public expenditures 
in the author’s opinion should be the promotion of maxi- 
mum social advantage, and as a means of determining 
maximum social advantage in public expenditures seven- 
teen canons are presented as a guide, ten of which relate 
to public policy and seven to administration. 

No less interesting are the chapters on Public Revenue 
and Public Credit. Some of the exposition while elemental 
is given new interest by applying once known but perhaps 
now forgotten principles to the difficult situation of the 
present day. The financial policies of the New Deal are 
surveyed and interpreted in the several chapters of the 
book. 

Each chapter has a list of suggested readings that pro- 
vide a valuable guide to anyone interested in authoritative 
information on public finance. 


Inheritance Taxes, by Glen R. Treanor and Roy G. Bla- 
key. Publication No. 47 of Minnesota League of Munici- 
palities, 15 University Library, Minneapolis, Minn. Pp. 48. 
Price 50 cents. 

The quantity of trenchant inheritance and estate tax in- 
formation is surprisingly greater than the size of the study 
indicates. A foreword by Professor Blakey states that an 
attempt has been made to assist those interested in inherit- 
ance tax problems by presenting briefly: (1) death tax 
laws, practices and results in Minnesota and other states, 
(2) the most important principle and problems involved 
in such taxation, and (3) results that might be expected 
from such changes in rates, exemptions, and administra- 
tive practices. 

To make the treatment of the latter as concrete and 
estimates of results as accurate as possible, a detailed anal- 
ysis is presented of 2,243 Minnesota estates and of death 
taxes paid thereon in 1931, 1932 and 1933. The aim, it is 
stated, being to inform by presenting the effects of differ- 
ent illustrative changes and by pointing out possible im- 
provements, rather than to urge any specific schedule of 
rates and exemptions. 

Beginning with a chapter on the development of death 
taxes, both Federal and state, a thorough exposition of 
various phases of the subject is made. Some idea of the 
scope of the study is indicated by the following chapter 
topics: Development of Death Taxes; Justification for 
Death Taxes; Objections, Problems, Incidence and Eco- 
nomic Effects; Comparison of Death Tax Burdens, Com- 
parison of Inheritance and Estate Taxes, Reciprocity and 
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Recent Court Decisions; Analysis of Minnesota Estates 
and Death Taxes Thereon; and Administration of Death 
Taxes. 

Supplementing the discussion are three charts—Delin- 
quent Taxes in Minnesota, 1934; Minnesota General Prop- 
erty Tax and Total Tax Levies; Other State Tax Levies 
—and more than twenty tables, some of the captions of 
which are: Rates and Exeniptions of the Minnesota Tax, 
Effective Rates of Federal Estate Taxes, Federal and State 
Death Taxes Combined and the British Estate Tax, Total 
Taxes by States on Certain Estates, Relation between 
Death Taxes and Total Taxes, Comparison of Taxes— 
United States and United Kingdom, State Inheritance and 
Estate Tax Collections, 1924-1934, Minnesota State and 
Local Tax Levies, State Inheritance and Estate Tax Col- 
lections Compared with Total State and Local Taxes, Pres- 
ent Status of State Death Taxes—Rates and Exemptions, 

The primary purpose of the study was to investigate the 
revenue possibilities of Minnesota inheritance taxes, and 
also to ascertain methods of improving the administration 
of these taxes and how they may be made more equitable. 
The recommendations resulting from the study are pre- 
sented in the concluding chapter. 

Tax students and others will find the bibliography of 
value as a guide for supplemental information on inherit- 
ance and estate taxes. 


Sales Taxes, by Carl L. Nelson, Gladys C. Blakey, and 
Roy G. Blakey. Publication 48 of The League of Minne- 
sota Municipalities, 16 University Library, Minneapolis, 
Minn. Pp. 88. Price $1.00. 

Those interested in a scholarly consideration of the fiscal 
merit, incidence, economic effects, and administrative re- 
sults through 1934 of general sales taxes, and selective 
sales taxes will find this study to be a mine of information 
on the subject. 


An exceptionally rational evaluation is made of the place 
of sales taxes in a system of taxation. It is pointed out 
that the substitution of a sales tax for all property taxes or 
even for a major part of such taxes, is a very different 
matter from that of using it as a minor or supplementary 
tax. “If equity is no consideration, sales taxes may be 
used to raise substantial revenue quickly, and, frequently, 
without great political opposition.” 


The study is divided into three parts. Following the intro- 
duction, the first part is devoted to thé general sales taxes, 
the second part to special or selective sales taxes and the 
third part to economic and social effects of sales taxes. 

The headings under Part I, General Sales Taxes are: 
Historical Sketch, Analysis of Present State Sales Tax 
Laws, Administrative Problems of Sales Taxes, Yields and 
Estimates of Yields. 

The various phases of Part II, Special or Selective Sales 
Taxes, are indicated by the division titles: Chain Store 
Taxes, Gasoline Taxes, Liquor Taxes, Soft Drink Taxes, 
Amusement Taxes, Other Selective Taxes (on documents, 
candy, cosmetics, public utilities [gross receipts, electrical 
energy, gas, telephone charges]). 


Besides maps and charts, 46 tables of statistical data 
provide the. basis for the analytical discussions. 

Along with other interesting material, the appendix con- 
tains a chart of state retail sales tax laws as of January 
1, 1935 and another chart of state general sales tax laws 
other than retail as of the same date. 


Building and Loan Annals of 1934. [Edited by Norton 
Bodfish, and published by the United States Building and 
Loan League, 104 So. Michigan Ave., Chicago. Pp. XII, 
926. Price, $5. 

For those who are tax-minded, two chapters of this 
manual are of special interest in disclosing the views and 
activities of the United States Building & Loan League 
with respect to Federal, state and local taxation. 


In the “Attorneys’ Division” is a chapter by C. Clinton 
James of Washington, D. C., entitled “Legal Problems 
Involved in Federal Taxation,” which is an exposition ol 
the attempts of the Federal Government to tax building 
and loan associations and of court decisions, in interpreta- 
tion of laws imposing such taxes, 
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A report of the results of the activities of the “Commit- 
tee on Home Taxation” is a feature of Section I of the 
second main division of the book. In addition to collection 
of factual matter contained in its report, the committee 
reports that it gave assistance to various legislative move- 
ments to lighten the real property tax burden, which has 
resulted in enactment of laws in a number of states of the 
type favored. Among the addenda to the report are sum- 
maries of tax moritorium laws enacted in twenty-four 
states, e. g.: Alabama, Arizona, Arkansas, California, Flor- 
ida, Indiana, Iowa, Kansas, Michigan, Minnesota, Missis- 
sippi, Montana, Nebraska, Nevada, New York, Ohio, 
Oklahoma, Oregon, South Carolina, South Dakota, Ten- 
nessee, Virginia, Wisconsin, Wyoming. Credit is given to 
Commerce Clearing House, Inc. for assistance in this 
compilation. 

As above indicated, taxation as it affects building and 
loan associations is but an incidental feature of the book. 
Building and Loan Annals of 1934 is a veritable encyclopedia 
of home financing practices and developments during 1934, 
showing what the associations have done with such new ideas 
as the direct reduction mortgage, revised accounting systems, 
their mammoth project of national cooperative advertising, 
etc., and reporting the facts and significance of numerous 
developments during 1934 in the home mortgage field, 
such as expansion of the Federal Home Loan Banks, 
beginnings of Federal savings and loan associations, amend- 
ments to the Home Owners’ Loan Corporation, swinging 
into action of mutual mortgage insurance, insured moderni- 
zation loans, share insurance for thrift and home financing 
institutions, and the Society of Residential Appraisers. 

Contributors include Henry B. Steagall, Chairman of 
the House Banking and Currency Committee; Roger W. 
Jabson, economist; Deputy Housing Administrators Albert 
L. Deane and J. Howard Ardrey; Senator John H. Over- 
ton of Louisiana; Former Congressman Robert Luce of 
Massachusetts; John H. Fahey, Chairman of the Federal 
Home Loan Bank Board, Fred W. Catlett, board member, 
and Philip Lieber, immediate past president of the United 
States Building and Loan League; and some 25 other 
leaders in the savings, building and loan business. 

A considerable portion of the Annals is statistical. The 
state-by-state summaries of building and loan assets, mem- 
bers, number of associations, the amount of mortgage loans 
held and amount made in 1933, and the safety statistics 
are in tabular form. The principal asset and liability items 
from their consolidated balance sheets are also tabulated. 
These summaries have been prepared by H. F. Cellarius. 
For years they have been the basis of the report on build- 
ing and loan associations included in the Annual Report of 
the Comptroller of the Currency. : 

A directory of 4,000 building and loan associations, giving 
their addresses, principal officers, total assets, number of 
borrowing and investing members, is the final section of 
the book. The listing, by states and cities, forms a ready 
reference list. A new feature is the listing of the 12 Fed- 


eral Home Loan Banks with their directorates as well as 
officers, 


Real Estate Taxation of the Future, by Professor Paul 
Haensel of Northwestern University. A pamphlet print of 
an address, issued by the Los Angeles Bureau of Municipal 
Research. 

Professor Haensel stresses the idea that for tax assess- 
ment purposes “fair cash value” of real estate should be 
limited to the present worth of the property detached from 
potential or speculative value. Practically, “fair cash value” 
would, accordingly, in the case of any given piece of prop- 
erty, be its capitalized normal income. 

A modern theory of public finance is that taxation should 
be based only on some source consisting of ready cash 
because every form of taxation means some kind of “money 
transfusion.” It is in accord with this theory that it is 
considered unfair to include in “fair cash value” of property 
for taxation purposes elements of merely potential or 
speculative value. In an annual tax which must be paid 
in cash, it is argued that taxing future prospects means 
compound charging on the future year after year. 
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Law and Court Decisions— 


Plus— 


A great number of questions arising in 
inheritance, estate, and gift tax problems 
never receive judicial construction in re- 


ported decisions. Because of this— 





The CCH INHERITANCE, ESTATE 
AND GIFT TAX SERVICE is indispensable 
to anyone interested in estate administration 
or distribution. Supplying all pertinent leg- 
islation and court decisions in advance of 
other reporting mediums, it includes also in 
its comprehensive treatment all attorney- 
general opinions, departmental rulings, forms, 
etc., pertinent to the taxation of transfers. 


The bulk of this material is not available any- 
where else in print. 


To insure the efficient planning and admin- 
istration of your client’s estate, use the 


Inheritance, Estate and 


Gift Tax Service 


Subscriptions placed now will be dated 
from September 1, 1935. Service until that 
date will be free. 








Complimentary copies of Winslow’s Min- 
imizing Death Taxes will be supplied for a 
time to all new subscribers. | 

















Commerce Clearing House, Inc. 
205 West Monroe Street, Chicago. 


Without obligating myself, I wish to see your 
INHERITANCE, ESTATE AND GIFT TAX 
SERVICE demonstrated. 


Name 


Attention 


Address 


City and State . 
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Racing.—H. B. No. 510 legalizes, taxes | 
and régulates racing and creates a racing 
commission. Killed in Hotse. 


Sales Tax.—Senate action on the night 


of February 21, 1935, to attempt to amend | 


S. B. No. 1 (relating to the payment of | 
teacher’s salaries) to insert a three mills 
sales tax, was defeated. 


SOUTH DAKOTA 
Adjournment.—The Legislature of South 


Dakota adjourned sine die March 8, 1935. | 


(Continued from page 231) 


Sales Tax.—S. B. No. 36 imposes a 2% 


| retail sales tax on the sale of tangible per- 


sonal property and includes a tax on com- 
munication services and services furnished 
by utilities. The tax goes into operation 
July 1, 1935 and first reports are due Au- 
gust 15, 1935. Approved March 15, 1935. 

Slot Machines.—S. B. No. 147 licenses 
slot machines at rates varying from $5 to 
$75. Approved March 16, 1935. 


Tourist Camps.—%H. B. No. 10 regu- 
lates tourist camps and provides for a 





The most important laws approved by the | 
Additional 
laws approved will be noted in the May | 


Governor are noted below. 


issue of THE TAX MAGAZINE. 


Alcoholic Beverages.—%S. B. No. 168 | 
regulates and controls the manufacture | 
Approved | 


and sale of intoxicating liquor. 
March 14, 1935. 

Chain Store Tax.—%S. B. No. 154 pro- 
vides for a chain store tax. The license 
fees range from $1 for one store to $10 for 
each store in excess of ten stores. In 


addition a tax is imposed upon gross sales | 
at retail ranging from % of 1% on the 


first $50,000 to 3% of 1% upon gross sales 
in excess of $1,000,000. The rate on gross 
sales at wholesale is % of 1%. Approved 
March 16, 1935. 


Cream.—S. B. No. 17 regulates the buy- 
ing and grading of cream and the licensing 
of buyers. Approved March 16, 1935. 

Fur Buyers.—%*S. B. No. 50 imposes a 
$10 license fee on fur buyers. Approved 
February 27, 1935. 


Gasoline Tax.—yS. B. No. 86 exempts 
from gasoline tax, gasoline used in motor 
buses operating exclusively under a fran- 
chise within city limits. Approved March 
8, 1935. 

*H. B. No. 90 prohibits the assignment 
of motor fuel tax refund claims. Approved 
March 5, 1935. 


Grain.— *S. B. No. 2 defines the method 
of taxation of grain received in or handled 
by elevators and warehouses. Approved 
March 8, 1935. 


Income Tax.—S. B. No. 36 provides for | 
a net income tax on corporations and per- | 


sons from 1% to 8%. 
1935. 


Motor Vehicle Registration.—S. B. No. 


Approved March 15, 


153 classifies motor carriers and charges | 
fees from $40 to $250. Approved March 14, | 


1935. 

*H. B. No. 133 exempts from the motor 
carrier class passenger cars owned by cor- 
porations used for pleasure only. Approved 
March 14, 1935. 


Ore Tax.—x*H. B. No. 4 imposes a 4% | 


tax on value of gold, silver, zinc, tin, mined. 
Approved March 2, 1935. 


Peddlers —S. B. No. 93 gives the At- 
torney General authority to license ped- 
dlers; fees from $20 to $100. Approved 
March 15, 1935. 


Property Taxes—Moneys and Credits.— | ) | I ¢ 
wah |creates a lien on all real estate assessed | collected as re-registration fees for ce 


*S. B. No. 162 relates to the assessment 
and taxation of moneys and credits. Ap- 
proved March 14, 1935. 

Property Taxes — Personal Property. — 
*S. B. No. 161 relates to the listing of 
personal property for taxation. Approved 


March 16, 1935. 








\license fee. Approved February 27, 1935. 


TENNESSEE 


Alcoholic Beverages—H. B. No. 490 
regulates and taxes the manufacture, trans- 


Charitable Institutions—S. B. No. 4 
|amends Sec. 1085, Code 1932, so as to pro- 
vide a more just and equitable exemption 
from taxation of property of religious, 
charitable, scientific, or educational insti- 
tutions. Approved February 21, 1935. 


387, same as H. B. No. 522, regulates and 
|licenses fire insurance adjusters. 


Gasoline Tax.—yxkH. J. R. No. 14 relates 
to a federal gasoline tax. Approved 
February 21, 1935. 

Hide Merchants.—H. B. No. 496 exempts 
hide merchants from license fees when such 
business is less than 50% of gross turnover. 

Insurance Agents.—S. B. No. 386, same 
as H. B. No. 525 and S. B. No. 389, im- 
poses a license fee upon agents of life, 
health and accident insurance companies. 

Insurance Brokers.—S. B. No. 390, same 
as H. B. No. 526, regulates and licenses 
insurance brokers. 

Insurance Companies.—S. B. No. 388 
sets up requirements for domestic insur- 
ance companies before doing business 
| within the State. 

Motor Vehicle Registration.—S. B. No. 
375, same as H. B. No. 558, provides for 
and requires registration of motor vehicles. 
| Approved February 20, 1935. 

Oleomargarine.—H. B. No. 538 repeals 
|the Act regulating and taxing the manu- 
facture, storage and sale of oleomargarine. 

Property Taxes.—S. J. R. No. 20 allows 
County Trustees to receive 1934 taxes with- 
out interest until July 1. Passed Senate. 


|. Property Taxes—Delinquents.—H. B. 
No. 500 provides for delinquent tax relief 
for the years 1926-1935. : 


H. B. No. 547 amends Sec. 1547 of the 
| 1932 Code relating to delinquent taxes. 

*H. B. No. 461, same as S. B. No. 33, 
| extends the time for payment of 1934 and 
| 1935 taxes to June 1 of the following years 
without payment but with interest from 
March Ist. Approved February 21, 1935. 


Property Taxes—Liens.—S. B. No. 376 
provides that lessees, etc., of lands who 
pay taxes shall have a lien on the land. 

S. B. No. 418, same as H. B. No. 625, 





|for taxation by cities. 


| Property Taxes—Municipalities—H. B. 
| No. 625 secures payment of municipal taxes 
by creating a lien upon real estate. 
Sales Tax.—S. B. No. 155 and H. B. 
No. 242 impose a 3% tax on gross retail 


portation, sale, etc., of alcoholic beverages | 


Pending State Tax Legislation 


| 


| relating to corporate franchise tax reports 
Fire Insurance Adjusters—S. B. No. 
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sales and % of 1% on sales at wholesale. 
include electricity, transportation and com, 


munications. Indefinitely postponed, Feb. 
ruary 20, 1935. 
S. B. No. 407, same as H. B. No. 384 


provides for a sales tax of 3%. 


Tobacco.—_S. B. No. 406 amends the | 
tobacco tax statutes so as to place a tay 
of 5% on the retail price of snuff, tobacco, | 
cigars and 10% on cigarettes. ) 


TEXAS 


Advertising —H. B. No. 624 regulate: 
and licenses the business of outdoor ad. 
vertising. 

Amusements Tax.—H. B. No. 565 impose: 
a 10% tax on the gross receipts from salé 


of tickets and/or gate receipts of all place; | 
of amusement. 


Franchise (Income) Tax.—S. B. No. 27 
and H. B. No. 477 amend Art. 7089 R. C.S. 





H. B. No. 703 levies an income tax or 
natural persons and corporations. 


Gasoline Tax.—S. B. No. 378 strengthentl 
the gasoline tax law. 

H. B. No. 483 imposes an occupation o 
excise tax of 5¢ on each gallon of moto } 
fuel or fractional part thereof. 


General.—S. B. No. 347 and H. B. Noj 
631 relate to revenue-producing under. 
takings by cities and towns. 


Gross Receipts Tax.—H. B. No. 6ff 
amends Art. 7070, relative to 14% gros 
receipts tax on telephones. 

H. B. No. 665 amends Art. 7061, provid 
ing a %% gross receipts tax on collecting 
and credit reporting agencies. 


Horse Racing.—H. B. No. 583 provides 
for licensing horse racing establishments 
and levies a tax on horse race tracks. 

H. B. No. 625 levies a 10% admission 
tax on racing meets. i 


Inheritance Tax.—H. B. No. 518 amendj 
Arts. 7118, 7120, and 7121 providing for a 
increase in the inheritance taxes. ; 

H. B. No. 678 amends Art. 7118, relatin{/ 
to a graduated inheritance tax. 

H. B. No. 681 amends Art. 7258, relat 
ing to inheritance and succession taxe: 
and receipts for estate taxes and othe 
federal taxes affecting the title of land i= 
Texas. 

H. B. No. 682 amends Art. 7118, relat 
ing to the appraisement of estates for in 
heritance taxes. q 


Injunctions.—H. B. No. 613 amends Are 
4669, providing for issuance of injunction 
to prevent, prohibit, or restrain the viola 
tion of any revenue law. 


Motor Vehicles—S. B. No. 265 pre 
scribes procedure for obtaining license fo 
transportation agent of motor vehicles. 

S. B. No. 279 relates to operating ¢ 
| motor vehicles without licenses. 

B. No. 336 provides amount to } 
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|tain motor vehicles. 

| eH. B. No. 515 provides that aut 

|mobile license plates mav be used wht 

purchased. Approved February 18, 1935. 
H. B. No. 691 regulates auto caravat 

on highways, and provides for permits t 
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H. B. No. 695 prohibits the transportation 
f property by motor bus companies under 
ertain conditions. 


Natural Gas.—H. B. No. 592 amends Art. 
045b R. C. S., levying an occupation tax 
‘n natural gas at 2% of market value on 
trst 250 million cubic feet up to 6% on 
000 million cubic feet per quarter. 

"H. B. No. 598 amends Sec. 3 of Chap. 73, 
2d Legislature, levying a tax on natural 
bas, changes tax rate from percentage levy 
fo specific per volume tax of 1¢ per 1,000 


Occupation Tax.—S. B. No. 323 relates 


and oil equipment. 
H. B. No. 659 amends Art. 7073 relative 


H. B. No. 661 amends Art. 7059, rela- 
ive to a 234% occupation tax on telephone 
ompanies. 

H. B. No. 671 provides an annual oc- 


>. 


upation tax on coin operated machines. 
Oil and Gas.—H. B. No. 663 relates to 


ax liens securing ad valorem taxes on oil, 
bas, or other minerals in place. 


Oil Tax.—H. B. No. 466 provides a 6¢ 
barrel tax on oil, provides exceptions, and 
equires reports. 


Property Taxes.—S. J. R. No. 22 amits 
property tax to 1% of the assessed value. 


S. B. No. 264 provides for transfer of 
ax liens to lien-holders on payment of 
axes. 
S. B. No. 280 authorizes the assessor 
and collector of taxes or sheriff, etc., to 
hdminister all oaths necessary for their 
pffices. 


S. B. No. 288 corrects inequalities in the 
hssessment of property of railroads. 
S. B. No. 357 validates all ad valorem 
ax levies in cities of not less than 1,100 
nor more than 1,250 population. 


S. B. No. 364 and H. B. No. 464 provide 
qualifications for exempting institutions for 
he infirm from state taxes. 


H. J. R. No. 37 provides for an exemp- 
ion of $3,000 of the assessed taxable value 
of all homesteads from taxation of any 
lature whatsoever. 
H. J. R. 41 provides that taxation of real 
property shall be equal and uniform. 
H. B. No. 486 relates to an ad valorem 
and railroad rolling stock tax, and pro- 
fides for the construction of a hydro- 
electric plant. 
H. B. No. 566 validates all ad valorem 
tax levies which are unenforceable because 
of failure to make such levies by ordinance. 
H. B. No. 603 amends Art. 7328, provid- 
ing for the purchase by the state of land 





H. B. No. 662 amends Art. 7172, relative 
to tax liens on lands. 


_H. B. No. 663 relates to tax liens secur- 
ing ad valorem taxes on oil, gas, or other 
minerals in place. 
_H. B. No. 664 amends Art. 7269, provid- 
ing that in bankruptcy receiverships all 
taxes shall be a first lien on all property. 


H. B. No. 666 gives school districts and 
municipal corporations, having levying 
powers, the power to collect delinquent 
taxes together with all liens, rights and 
remedies thereon. 


on March 18, 1935. 
below and not previously reported will 
appear 


‘hicles. 


PENDING STATE TAX LEGISLATION 


UTAH 


Adjournment.—The Legislature adjourned 
New laws not listed 
of THE Tax 


in issue 


MAGAZINE. 
Aircraft——S. B. No. 65 fixes the situs 


of assessment of aircraft and motor ve- 
Passed House. 


Alcoholic Beverages.—%H. B. No. 41, 
provides for state liquor control. Approved 
March 25, 1935. 

H. B. No. 198 exempts retail sales of 
wines, liquor and beer from the sales tax. 


the May 


Business Taxes.—S. B. No. 110 abolishes 
licenses for assistant pharmacists. Passed 
Senate. 

*S. B. No. 111 requires licenses from 
engineers and surveyors. Approved March 
22, 1935. 

S. B. No. 210 provides for the licensing 
of real estate brokers by securities com- 
mission. Passed Senate. 





*H. B. No. 12 provides that payment of 
one business tax in any city shall authorize 
doing business in all cities. Approved 
March 26, 1935. 

H. B. No. 23 requires a license for the 
issuance of trading stamps. Vetoed. 


Franchise (Income) Tax.— 5S. B. No. 1 
increases the corporation franchise tax 
from 3% to 4% and abolishes the prop- 
erty offset. Amended to allow 20% prop- 
erty offset. Approved March 23, 1935. 

S. B. No. 2 increases the income tax to 
a maximum of 6% over $5,000. With- 
drawn. 

*S. B. No. 58 provides for jeopardy as- 
sessments where company is considered 
bad risk. Approved March 2, 1935. 

*S. B. No. 88 provides for an increase of 
individual income tax rates; reduces per- 
sonal exemptions and exemptions for de- 
pendents. Approved March 23, 1935. 

S. J. R. No. 13 allows the passage of leg- 
islation so that corporation franchises may 
be extended beyond the 50-year limit. Passed 
Senate. 


$5,000 and over. 


fumigants. 


for licensing games of skill. 


tanks of over 20 gallons. 


Passed House. 


fuel; tax to be paid in advance. 
Senate. 


gasoline manufactured from Utah 
shales. Approved March 26, 1935. 


Gross Receipts Tax.—H. B. No. 


ceipts of business. Passed House. 








exemptions. Approved March 23, 1935. 


H. B. No. 202 increases the income tax 
rates 2Y%4% on the first $1,000 and 6% on 


Fumigants.—H. B. No. 239 requires a li- 
cense for the use of hydrocyanic or cyanide 


Games of Skill—S. B. No. 133 provides 


Gas Tax.—S. B. No. 126 requires pay- 
ment of tax on all gas entering state in 
Passed Senate. 

H. B. No. 16 puts a tax of 4¢ per 1,000 
cubic feet on natural and artificial gas. 


Gasoline Tax.—S. B. No. 152 exempts the 
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S. B. No. 86 allots a 10% tax of insur- 
ance premiums to firemen’s fund. Passed 
Senate. 

*%H. B. No. 62 increases the premium 
tax on insurance from 14% to 3%. Ap- 
proved March 25, 1935. 

Mines.—S. B. No. 66 relates to depletion 
assessments of mines. Passed Senate. 

S. B. No. 171 provides for the tax com- 
mission to set up a board of examiners 
for the valuation of mines. Passed Senate. 


% Motor Carriers—H. B. No. 77 releases 


purchase of special plates. Approved 
March 23, 1935. 


_Motor Vehicles.—S. B. No. 65 fixes the 
situs assessment of motor vehicles and air- 
craft. Passed both houses. 

*S. oa No. - increases the fee for 
motor driver’s license to $1. Approved 
March 23, 1935. $ 7 

S. B. No. 174 provides for the control 
of motor caravans, charging $15 for a per- 
mit and $10 for each additional car. Passed 
Senate. 

H. B. No. 174 provides for proof of 
financial responsibility by owners and op- 
erators of motor vehicles. Passed House. 


Oleomargarine.—S. B. No. 57 reduces the 
fee for oleomargarine licenses to $2 an- 
nually. Passed Senate. 

S. B. No. 134 provides for the exclusion 
of livestock fats from the oleomargarine 
tax. Passed Senate. 

H. B. No. 123 amended in House by re- 
ducing the license fee from $5 to $2 and 
reducing the tax from 10¢ to 7¢, from 15¢ 
to 10¢ and from 17¢ to 15¢. 


Property Taxes.—%xS. B. No. 72 reduces 
5% to 3%. Approved March 26, 1935; ef- 
fective Jan. 1, 1936. 

_S. B. No. 93 allows county commis- 
sioners to abate delinquent taxes up to 
$500. Approved March 26, 1935. 

_S._B. No. 220 amends Sec. 80-9-5, re- 
vised statutes of Utah, 1933, as amended by 
Chap. 60, Laws of Utah, 1933, relating to 
maximum tax levies in counties. Passed 
Senate. 

*S. B. No. 229 extends delinquent tax 
sales date from 1927 to 1930 inclusive to 
January 1, 1936. Approved March 25, 1935. 

S. J. R. No. 2 amends Article 13, Sec. 
2 of the Constitution relating to taxation 
of tangible property, ascertainment of 
value, exemptions and the annual tax for 
the state. Passed Senate and House. 

*H. B. No. 11 relates to the annual 
— in cities. Approved March 26, 

H. B. No. 159 exempts homes and farms 
from taxation up to the value of $250, and 
personal property up to $100. Passed 
House. 

H. B. No. 189 eliminates the advertising 


of delinquent taxes in newspapers. Passed 
House. 





bond requirement for shipments of motor 
Passed 


*H. B. No. 153 exepts from tax the 
coal 


199 
establishes a tax of 1% on the gross re- 


Inheritance Tax.—y¥S. B. No. 127 in- 
creases the inheritance tax and lowers the 


Public Record.—H. B. No. 172 provides 
for a public record of individual income 
and corporate franchise tax returns. Passed 
House. 


Public Utilities—S. B. No. 125 makes 
the book value of utilities the basis for 
taxation. Approved March 26, 1935. 

H. B. No. 241 limits tax exemption on 
electric power for irrigation. 


Revenue and Government.—H. B. No. 231 
provides revenue for the support of the 


state, and for high school purposes for the 
fiscal years 1935 and 1936. 
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Sales Tax.—S. B. No. 104 provides a 
penalty for over collection of sales tax. 

S. B. No. 198 defines the failure to make 
a sales tax return. 

S. B. No. 199 gives the tax commission 


power to secure immediate execution 
against delinquent sales tax. Passed Sen- 
ate. 


*H. B. No. 122 exempts from the sales 
tax, poultry, dairy, livestock feed and seed. 
Approved March 25, 1935. 

H. B. No. 198 exempts from the sales tax 
casual sales, professional services, and re- 
tail sales of wines, liquor and beer. 

H. B. No. 210 imposes a sales tax of 10% 
on lubricating oils; 5% on tires; 5% on 
inner tubes, and 10% on toilet articles. 

H. B. No. 236 imposes a sales tax on the 
gross income from the sale of merchandise. 


School Tax.—S. B. No. 83 limits the 
school district levy to 15 mills. 

*S. B. No. 172 limits the annual levies 
for school bonds to 2% of the outstanding 
bonds. Approved March 23, 1935. 

H. B. No. 231 provides revenue for the 
support of high schools for the fiscal years 
1935 and 1936. 


Special Assessments.—H. B. No. 223 pro- 
vides relief from special assessments 
through refunding bonds. 


Special Taxes——S. B. No. 189 allows 
assessments of special taxes where dona- 
tions are made for labor materials. Passed 
Senate. 


Tobacco.—S. B. No. 14 taxes tobacco, 
cigars and snuff. Killed. 

S. B. No. 57 reduces the fee for cigarette 
licenses to $5 annually. Passed Senate. 


Transportation Brokers.—H. B. No. 193 
provides for the licensing of all but regular 
common carriers of passengers as transpor- 
tation brokers. 


Unemployment.—H. B. No. 191 creates a 
self-help cooperative board for sustaining 
the unemployed. Passed House. 


% Unemployment Insurance.—H. B. No. 
86 provides for unemployment insurance, 
taxing employer’s payrolls 3%. Approved 


March 25, 1935. 


VERMONT 


Alcoholic Beverages.—H. B. 98 relates to 
liquor licenses. Approved March 7, 1935. 

H. B. 100 relates to liquor manufacturer’s 
license. Approved March 7, 1935. 

H. B. 239 relates to licensing the sale of 
liquor in hotels. 


Amusements Tax—H. B. 277 provides 
for municipal licensing of places of amuse- 
ment. 


Auctioneers.—H. B. 258 provides for re- 
ciprocity in licensing auctioneers. Passed 
House. 


Employee-Wage Taxes.— x H. B. No. 229 
provides that not more than 25% of the 
wages of municipal employees be applied 


on taxes due municipality. Approved 
March 15, 1935. 


Farmland.—H. B. 65 relates to the taxa- 
tion of state-owned farmlands. Passed both 
houses. 


Motor Vehicles.—H. B. No. 40 relates to 
registration of nonresidents. Passed both 
houses. 
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*H. B. 73 relates to registration of ve- 
hicles. Approved March 7, 1935. 
H. B. No. 93 relates to cancellation of 


registration and refund of fee. Withdrawn 
in House. 


H. B. 132 provides a registration fee for 
farm trucks. Killed in House. 

H. B. 140 provides for part year regis- 
tration. Killed in House. 

H. B. No. 143 reduces registration fees 
for trucks and trailers. Withdrawn in 
House. 

*S. B. 22 relates to license certificates. 
Approved Feb. 26, 1935. 

*S. B. 29 relates to surrender of license 
certificates. Approved March 7, 1935. 


Oleomargarine.—y%H. B. 115 relates to 


licensing the sale of oleomargarine. Ap- 
proved Feb. 19, 1935. 
Peddlers.—_S. B. 60 requires itinerant 


peddlers to be licensed at 10 times the fee 
of peddlers with regular place of business. 
Passed Senate. 


Petroleum Products Sales Tax.—H. B. 
276 imposes a 3¢ sales tax on fuel oil, etc., 
except gasoline. Withdrawn in House. 

*S. B. 7 relates to collection of delin- 
quent taxes. Approved March 7, 1935. 


Property Tax—Exemption—H. B. 179 
provides for taxation of tangible personal 
property of charitable institutions used for 
profit. Approved March 9, 1935. 


WASHINGTON 


Adjournment.—The Legislature adjourned 
on March 20, 1935. New laws not listed 
below will be included in the next issue 
of THE TAX MAGAZINE. 


General Revenue.—%H. B. No. 237. See 
summary of this measure (Administration 
Revenue Act) as approved by the Governor 
at Dp. 217. 


Property Taxes.—yxH. B. No. 149 author- 
izes the 3 per cent discount on personal 
property taxes as well as real estate taxes. 
Approved March 5, 1935. 

*S. B. No. 227 relative to tax exemptions. 
Approved February 28, 1935. 


Utilities—H. B. No. 290 provides that 
Tax Commission shall apportion value of 
utilities to counties for local assessment. 
Passed House. 


WEST VIRGINIA 


Adjournment.—The Legislature adjourned 
sine die on March 12, 1935,at1 A.M. New 
laws not previously reported and not listed 
below will be included in the next issue of 
THE TAx MAGAZINE. 


Gasoline Tax.—S. B. No. 119 amends 
the Code relative to refund of gasoline 
ae. Law without approval March 18, 
1935. 


Gross Income. eH. B. No. 412 contin- 
ues the sales tax and surtaxes on gross 
income; reduces surtaxes by 50 per cent. 
Approved March 15, 1935. 


*S. B. No. 283 amends the gross income 
tax. Approved March 15, 1935. 
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April, 1935 Ap 
Income Tax.—%H. B. No. 441 and S, pa Incor 
No. 223 levy a graduated net income tay Mecs. 
rates 1 to 3 per cent. H. B. No. 441 wadMMnall n 
approved March 15, 1935. Mand pe 
Liquor.—H. B. Nos. 119 and 177 enac pet OY 
a new Liquor Control Act and a new bee ™@ Mot 
law. Approved and effective March 1, 193; Musly « 
WH. B. No. 524 and S. B. Nos. 262 anifreates 
291 provide for refund of liquor stam; jo ¢x¢! 
taxes bought by druggists. H. B. No, 52 @rial u: 


was approved March 6, 1935. 


Motor Vehicles.—%eH. B. No. 158 imposed 
tax on passenger vehicles of $10 on first 2,00 
Ibs. and 80 cents per 100 Ibs. additiona 
Approved March 15, 1935. 


Property Taxes.— x H. B. No. 184 author 
izes appeals to the Supreme Court in mat 
ters of assessed valuations. Approve; 
March 1, 1935. 


embl 


_ WH. B. No. 138 extends time for redeem# a 
ing delinquent land 2 years. Approve } a 
March 13, 1935. 6.54( 
*S. B. No. 233 provides for collectio: Hy co: 
of delinquent corporation taxes. Approved A 


March 15, 1935. (b) 1 









Sales Tax.—%xS. B. Nos. 211 and 2a perm 
continue the sales tax and surtaxes on ing 4: 
comes. Approved March 15, 1935. , 

nuall 
r 
WISCONSIN ot 

Alcoholic Beverages—S. B. No. 139 0! 
amends Stats. Sec. 139.26(1) to revise thi ™>'@ts 
table for computation of tax. Pass 


Pr 
and 
Stat: 
cert! 
14, 1 


A. B. No. 24 amends Stats. Sec. 176.05(28 
relating to retail liquor licenses. With: 
drawn in Assembly. 

A. B. No. 237 amends and creates numer: 
ous sections of Stats. Chaps. 139 and 17 
























relating to manufacture and sale of intoxi-j@ S. 
cating liquors. rela 

A. B. No. 245 amends Stats. Sec. 66.05q§'™P: 
(10)(e) relating to wholesale beer licenses S. 
: : ma rel 

Emergency Relief Income, Inheritance, ha 





Utilities and Dividends Taxes.—A. B 
No. 48 imposes emergency relief taxes ag 
follows: on incomes during 1934 of perf 
sons other than corporations; on transfer§ 
of property between enactment of the lavgy 
and July 1, 1937, which are taxable undef 
Stats. Chap. 72; on telephone utilities’ gros 
receipts in 1934 in excess of $10,000; o 
energy sold by light, heat and power com 
panies during 1934 with certain excep 
tions; on dividends above $750 receivei 
during 1933 or corresponding fiscal yea 
which are deductible from gross incom: 
for Wisconsin income tax _ purpose 
under Stats. Sec. 71.04; and extends the 
emergency and gift tax (Sec. 4 of Chap. 36) 
L. 1933) to July 1, 1937. Passed botift 
Houses and all amendments concurred inik 
approved March 15, 1935 by Governory 
La Follette as to all portions levying taxes 
and disapproved as to all portions provid: 
ing for local administration of relief fund: 
raised by the proposed Act; returned to 
Legislature for further action. 


Forest Crop Lands.—S. B. No. 129 amenés 
Stats. Sec. 77.05(1), 77.06(1), and 77.10(2) 
(b), relating to forest crop lands. i 

S. B. No. 130 amends Stats. Sec. 77.}4 
relating to forest crop land taxes. 


S. B. No. 142 amends various Stats. sec § 
tions to relieve the State Treasurer of du 
ties in regard to forest crop lands. ' 
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and S. Ra Income Tax.—A. B. No. 370 creates Stats. 
ome tax MBecs. 71.046 to provide that stabilized banks 
1 walghall not be considered separate entities 
"And permitting their losses to be offset by 
177 enact business income in subsequent years. 
new bee ® Motor Fuel Tax.—S. B. No. 15 (previ- 
h 1, 1935 Busly erroneously reported as S. B. No. 18) 
| 262 anapreates a new Stats. Sec. 78.02 (2) relating 
or stamy mo exemption from motor fuel tax of indus- 
_ No, 52 @rial users. Passed Senate. 
S. B. No. 152 amends Stats. Sec. 78.14(2) 
8 imposed elating to motor fuel tax refunds. 
first 200 A. B. No. 227 creates Stats. Sec, 168.17 
iditiona elating to wholesale and retail gasoline 
Healers and provides a penalty. 
4 author g Motor Vehicles.—A. B. No. 19 amends 
: in mat gptats. Sec. 85.01(4) (A) relating to motor 
\PProve, @eliicle registration fees. Killed in As- 
embly. 
redeem A-.B. No. 80 amends Stats. Sec. 85.01(5) 
’ €m" Belating to motor vehicle registration. 
PProvec @ , B. No. 216 creates new Stats. Secs. 
_  6.54(16), 194.04(4) (a), and 195.365 relating 
ollectior @ contract motor carriers of property. 
‘PProvee@# A. B. No. 243 creates Stats. Sec. 194.04 
(b) relating to transfer of motor vehicle 
and 28 permits. me 
*s on ine A. B. No. 291 makes the motor carrier’s 
. yi flat tax payable quarterly instead of an- 


A. B. No. 307 makes the motor carrier 


mually. 
ik . 
flat tax payable semi-annually. 
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Oleomargarine.—S. B. No. 105 amends 
Stats. Sec. 98.39 (5) taxing oleomargarine. 
Passed Senate. 


Property Taxes.—S. B. No. 65 amends 
and repeals various sections of Chapter 75, 
Stats., in regard to interest rates on tax 
certificates. Passed both houses, March 
14, 1935. 

S. B. No. 152 creates Stats. Sec. 75.205 
relating to tax deeds and certificates, and 
imposing penalties. 


S. B. No. 153 amends Stats. Sec. 70.32(1) 


176.05(2 
With. 


S numer. 
and 176 
f intoxi4 


ec. 66.059 


licenses 


PENDING STATE TAX LEGISLATION 


_ S._B. No. 187 amends the warrant forms 
in Stats. Secs. 70.68(1), 74.02, 74.10(1), 
74.11(1), and 74.19(1). 

*%A. B. No. 1 authorizes cities, villages 
and towns to extend the time for payment 
of 1934 taxes on real estate as to persons 
unable to pay such taxes. Approved, pub- 
lished and effective as Chap. 7, L. 1935, on 
February 25, 1935. 

A. B. No. 199 is a revisor’s bill amending 
numerous Stats. Secs., including Secs. 70.27 
and 74.035, to clarify inconsistencies and 
improve municipal administration. 

A. B. No. 210 amends numerous Stats. 
Secs. in Chapter 75 relating to interest rate 
on tax certificates. 

A. B. No. 222 creates Stats. Sec. 70.89 re- 
lating to abolishing real estate taxes. 

A. B. No. 233 creates Stats. Sec. 74.133 
to authorize receivers to collect delinquent 
real estate taxes. 

A. B. No. 407 relates to payment of delin- 
quent 1931 to 1933 real estate taxes. 


Property Taxes—Exemptions.—S. B. No. 
110 repeals Stats. Sec. 77.02 (4) and creates 
Sec. 70.11 (40) exempting from taxation 
farm wood-lots and sloped lands. Passed 
Senate. 

S. B. No. 130 exempts pure bred bulls 
from taxation. 

A. B. No. 198 amends Stats. Secs. 70.11 
(37) and 70.18 (2) relating to exemption 
from taxation of merchandise in storage 
warehouses in original packages. 

A. B. No. 209 creates Stats. Sec. 70.11 
(45) and amends Secs. 70.32 (2), 70.66 (1) 
and 70.66 (3) relating to exemptions from 
taxtion. 


See also “Sales Tax,” A. B. No. 315. 


Property Taxes—Installment Payments. 
—A. B. No. 295 relates to semi-annual tax 
payments. 


Sales Tax.—A. B. No. 315 imposes a 


251 


vides for partial exemption from taxation 
of homesteads to $7,000. 


Small Loans.—A. B. No. 185 amends 
Stats. Sec. 214.19 and creates Sec. 214.195 
relating to small loans. 


Soda Water.—A. B. No. 221 amends Stats. 
Sec. 98.12 (1) relating to state licenses of 
soda water dealers. 


Tax Commission.—S. B. No. 161 amends 
and repeals various Stats. Secs. in Chaps. 
40, 70, 73 and 75 relating to assessments, 
appeals, revaluations, and powers of the 
Tax Commission. 


Utilities—S. B. No. 191 amends Stats. 
Secs. 76.14 and 76.19 relating to utilities 
taxation. 


WYOMING 


Adjournment.—The Wyoming 1935 Reg- 
ular Session of the Legislature adjourned 
February 16, 1935. 


Gasoline Tax.—_y%eH. B. No. 196 amends 
the collection rate sections of the gasoline 
tax law. Approved February 16, 1935 as 
Chapter 72, L. 1935. 


Inheritance Tax.—y%eH. B. No. 116 taxes 
gifts, legacies and inheritances. Approved 
February 19, 1935 as Chapter 91, L. 1935. 


Motor Vehicles.—y%H. B. No. 177 relates 
to automobile drivers’ certificates. Ap- 
proved February 19, 1935, as Chapter 94, 
L. 1935, effective immediately. 

*H. B. No. 193 regulates commercial 
motor traffic, fees and permits. Approved 
February 16, 1935 as Chapter 65, L. 1935. 


Property Taxes.—S. B. No. 75 concerns 
redemption of property sold for taxes. 
Approved as Ch. 127, L. 1935, February 21, 
1935. 


*S. B. No. 102 provides for enforcing 




















: Mrelating to real estate assessments. Killed | graduated tax on sellers of tangible per-| tax liens. Approved as Chap. 8, L. 1935, 
mtg in Senate. sonalty based on gross incomes; also pro-|on February 19, 1935. 
taxes aig oa = we aes Sea a ee Sree pee 
of per oe wr ee 5 
oO i 1 by Title IV. Sales by ttl f f 
the lav . taxes imposed by Title . Sales by the manufacturer o 
le unde fe Rulings of the Bureau of Internal Revenue articles covered by Title IV to the ng tc a 
es’ gros ee . » Den) Relief Administration for use in the States of North 
000: on attain idl tacit Dakota and Massachusetts, and in the State of Oklahoma 
yer com: Miscellaneous Taxes prior to February 15, 1935, are taxable as sales to a Federal 
1 excep ; 4 agency, regardless of the purposes for which the articles 
receiveife Bale Tag Requirements Under Cotton Control Act.—Bale are used.—S. T. 798, X1V-8-7333 (p. 16). 
cal year tags must be attached to bales of lint cotton delivered by a : c 

incom: se standing-rent tenant to his landlord in payment of rent. Processing Tax on Cotton.—Where a Navy Department 
purpose —P. T. 23, XIV-7-7319 (p. 26). purchase contract provided that the price quoted should 
ands the include all taxes imposed by Congress up to and including 






hap. 364 Excise Taxes on Sales.—Under the provisions of the law 
ed both and regulations, sales (by the manufacturer direct, or on 
irred ine or after July 1, 1933, by the manufacturer through not 
‘overnorll more than one intervening vendee) of articles enumerated 







in Title IV of the Revenue Act of 1932, as amended, to a 


ng taxes I A ue . 

eeu State or a political subdivision thereof (except the States 
ef funds of North Dakota and Massachusetts, and the State of Okla- 
irned ts homa prior to February 15, 1935) for use in connection with 





9 amends 


77.10(2) & 


ec. 77.14 


ats. sec: 
sr of du: i 


the exercise of essential governmental functions by the 
State emergency relief administration are exempt from the 


the date of the opening of the bid, and the bid was opened 
after the proclamation of the Secretary of Agriculture that 
a processing tax would be imposed, and the contract there- 
under was awarded eight days after the processing tax on 
cotton became effective, the Government was not obligated 
to pay the cotton processing tax in the absence of a stipu- 
lation for such payment. Payment of the tax by the Navy 
was unauthorized.—Opinion of the Comptroller General, 
A-59022, dated January 4, 1935. 
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VARITYPER SAVES YOU ACTUAL DOLLARS AND CENTS 


There are today, four methods that may be used to print or re- 
produce copy. 

First, the setting of type and printing press. 

Second, VARITYPED COPY and Photo-Offset. 

Third, VARITYPED COPY and Mimeographing. 

Fourth, VARITYPED COPY and Ditto or other gelatine process. 


Toh VAI 


The first method is by far the most costly, and the saving to be 


made by using the Varityper machine and any of the three other 
methods totals from 35 to 60%. . 


The business man must decide whether such asaving would be wel- 
comed, which of the three methods will satisfy his requirements 


and at the same time produce the most effective results per dol- 
lar of cost. 


One thing is certain, every executive owes it 


to himself to 
search for FACTS about our claims. 


A dollar saved these days means a greater margin of safety in 


the operation of any business and Government JS a business. 


We will supply complete details as to how enormous savings may 
be made in your work, upon request. 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS OF VARITYPER MACHINES 


'7 Park Place 
New York City 


This Ad is entirely composed on ONE VARITYPER 
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